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Meet wartime conservation demands with 


Johns-Manville Imsulations 
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FOR TEMPERATURES TO 600° F. J-M 85% Magnesia FOR STEAM LINES UP TO 700°F. J-M Asbesto-Sg 
has been for many years the most widely used block Felted Pipe Insulation is recommended where maxi: 
and pipe insulation for temperatures to 600° F. and, efficiency, high salvage and resistance to abus 
in combination with Superex, for higher temperatures. essential. For temperatures over 700°, used in com 
Maintains high insulating efficiency. Standard block tion with Superex. It is available in 3-ft. lengths, 
sizes 3"x 18", 6" x 36" and 12" x 36"; from 1" to 4" thick. 1" to 3" thick, for standard pipe sizes. 


INSULATION FOR TEMPERATURES TO 1900° F. FURNACE INSULATION UP TO 2600° F. J-M 
J-M Superex Blocks have long been standard for this lating Brick and Insulating Fire Brick are ava 
service. High heat resistance, low thermal conductivity. in 7 types, with temperature limits ranging from) 
Sizes 3" x 18", 6" x 36" and 12" x 36"; from 1" to 4" thick. F. to 200° F. All provide light weight, low conduc’ 


JONNS: MANVILLE | seeeen 
and on the complete J-M In 

tion line, write for Catalog 6 
Johns-Manville, 22 East 


ee ca 
Industrial Insulations se oN 


FOR EVERY TEMPERATURE ... FOR EVERY SERVICE mee 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement 

















ember 23, 1943 Public Utilities Fortnightly 








ery Barber Burner is a Gas Saver 


The finest thing that can be said about any gas appliance is that it has 
a Barber Burner. Two hundred leading makers of gas appliances have 
standardized on Barber units for their equipment. Pictured here are 
merely a few of numerous types of burners we produce for appliances 
operating on natural, manufactured, Butane, or bottled gas. 
Barber is now chiefly engaged on essential parts and products for our 
combat forces. For whatever purposes Government restrictions permit 
e sale of our regular products, we are continuing to supply them. With 
the restoration of normal conditions, Barber will, as always, be well 
equipped to furnish its customary service to the trade on high quality 
burners and Regulators. 
We are gas burner specialists, and offer you our engineering and plant facilities for the 
velopment and manufacture of burner units for your specific purposes. Write for Cata- 


9 illustrating and listing many types of burners for Appliances, Gas Burners for Fur- 
ces and Boilers, Regulators, efc. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER BURNERS 
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RIESID \ 
CUTTER 
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for Faster pipe cutting in tight places 


HIS new RILAID trench-type cutter, with short 

handle and 4 cutting wheels, goes into tight places 
and cuts pipe that regular cutters won’t touch—all 
you need is room for a quarter turn. But it cuts any 
pipe anywhere much faster, so you get time-saving 
service from it every day. Tough malleable frame 
holds heavy-duty cutter wheels in perfect alignment, 
they always cut true. Two sizes: No. 42 to 2”, No. 44 
to 4’—at your Supply House. 


THE RIDGE TOOL COMPANY @ ELYRIA, O., U.S.A. 
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Pages with the Editors 


A’ this issue goes to press, the air is full of 

peace rumors. Perhaps it is true, as Secre- 
tary of State Hull warns us, these rumors add 
up to an illusion. Nevertheless, for most of 
mankind the bright Star of Hope continues to 
soar in the heavens. It may be, as we approach 
the traditional birthday of the Prince of Peace, 
that the Three Wise Men of the West, in their 
recent travels to places of assembly so close 
to the original Nativity, have accomplished 
something definitely worth while, in bringing 
about an early and satisfactory end to the 
present nightmare of war and slaughter. 


AT any rate, we can think of nothing better 
to wish our friends and subscribers, for this 
forthcoming holiday season, than that Christ- 
mas will bring to all a more radiant hope of 
peace and that the New Year will witness its 
accomplishment. 


» 


Bs around the turn of the century the 
secret‘of success in the American way of 
life was somewhat confusing to the young boy 
on the threshold of what might, or might not, 
turn out to be a great career. On the one hand 
there was the traditional formula of Horatio 
Alger, in itself quite simple. All you had to do 


LARSTON D, FARRAR 


The little white father has become Big Chief 
Thundercloud, 


(SEE Pace 806) 
DEC. 23, 1943 
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WILLIAM C, FITTS, JR. 


The TVA is conscientiously following the 
intent of Congress. 


(SEE Pace 795) 


was to start out as a poor boy in New York 
city (preferably in some menial position such 
as bootblack or chimney sweep). From there 
you worked hard and industriously until you 
had acquired your first million, chronic 
dyspepsia, and a no-good son-in-law. It was 
as simple as that. 


But along about the same time, the great 
New York editor, Horace Greeley, gave his im- 
mortal free advice to young Grover Cleveland 
in the form of an admonition to “Go West, 
young man, go West.” History records that 
Grover Cleveland followed this advice—going 
as far West as Buffalo, New York, where he 
became sheriff and worked his way up to 
President of the United States. 


ForTUNATELY, in our own day and age the 
problem of how to get ahead is not so puzzling. 
You don’t have to go West. You don’t have 
to go to New York city. You don’t even have 
to start out as a young boy. Certain elements 
of the Horatio Aiger formula still obtain, but 
they are more successfully applied along politi- 
cal rather than industrial lines. 


Twat, at least, is the moral, if any, which 
we draw from the entertaining little person- 
ality sketch of our Secretary of Interior, 
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RILEY STEAM GENERATING UNIT 





TYPICAL RESULTS 


from a 


RILEY 
Steam Generating Unit 


Actual Results Almost Always 
Exceed GuaranteedPerformance 


Actual Guaranteed 
Efficiency 89.1 % 87.2 % 
Loss M in fuel 2 18 
Loss due Hydrogen. 3.99 
Loss M in Air a 13 
Dry Chimney Loss... 5. 5.80 
Other Losses i 2.70 


: 
| 
h 
i i 


Above results are from the pulver- 
ized coal fired Riley Steam Generating 
Unit Illustrated. 


Steam Capacity, 330,000 |bs./hr. 
Steam Pressure, 900 lbs. at Super- 
heater Outlet. 


Steam Temperature, 905°F. 
Typical Riley Steam Generating Unit. 


“ARILEY STOKER CORPORATION 


WORCESTER, MASS. 
80STON NEW YORK PHILADELPHIA WASHINGTON, D. C. BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO 8T.PAUL KANSASCITY LOSANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 


" @S0ILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


Harold L. Ickes, published in this issue. Mr. 
Ickes, it would appear, didn’t quite make up 
his mind that he wanted to become an out- 
standing success until well past that age where 
life is supposed to begin. Then he came, not 
to New York, but to Washington. 


But once on the job of Secretary of Interior, 
Mr. Ickes started out with a spirit of vigor 
and perseverance which would have made the 
average Horatio Alger hero seem like Jeeter 
Lester from “Tobacco Road.” And this isn’t 
the easiest thing to do when you start out as 
Secretary of Interior. Offhand, an unimagina- 
tive fellow might get the idea that there isn’t 
much higher one can go from the cabinet, 
unless it be President, Vice President, or the 
Supreme Court. 


But Mr. Ickes’ ambition was not discour- 
aged by the exalted position in which he sud- 
denly found himself little more than ten years 
ago. The rest, however, is Mr. FArRRAR’s story 
and you will want to read it in his own inimi- 
table style. Larston D. Farrar, formerly an 
executive of business organizations in Mis- 
sissippi and Tennessee, and more recently on 
the editorial staff of Nation’s Business, is now 
a resident of Washington, D. C., engaged in 
general professional writing. 


¥ 


\ X Ye were much intrigued by a recent news 


item, published in the FortNIGHTLY, to 
the effect that the sugar industry in Puerto 
Rico is being regulated as a public utility, and 
being regulated by the public service commis- 
sion at that. Passing over the temptation to 
make a pun about the sweet new addition to 
the public utility family, we found ourselves 
wondering whether that wicked by-product 
of the golden island’s sugar business—Puerto 
Rican rum—might be the next to join the regu- 
lated industries in Puerto Rico. 


WHILE we were wondering about that, along 
comes more news that the older members of 
the public utility family in Puerto Rico are 
moving out just as the newer members are 
moving in. They are moving out via the exit 
of public ownership. In a word, the railway 
and light ptilities of the island have been seized 
by the insular government for public opera- 
tion—a development which is still being liti- 
gated in the courts. 


AND now, without even the prospect of liti- 
gation, Governor Tugwell has announced that 
the Porto Rico Telephone Company (sub- 
sidiary of IT&T) will become the property of 
the insular government. It will be operated 
under the terms of a franchise which gives the 
government the right of acquisition upon its 
date of expiration. With all utility services on 
the island thus publicly operated, and the like- 
lihood of further government control over 
sugar and distilling, we seem to be witness- 
ing a Caribbean pattern for a model experi- 
ment in state socialism. In this issue, T. N. 
Sanpirer, Washington business writer, brings 
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T. N, SANDIFER 


Is Puerto Rico becoming Tugwell’s noble 
expervment in socialism? 


(SEE Pace 814) 


us a description of the railway and light ac. 


quisition problem in Puerto Rico. 


¥ 


uR 2-part series of articles critical of the 

Tennessee Valley Authority, written by 
J. A. Whitlow, vice president of the Okla- 
homa Gas & Electric Company (appearing in 
our issues of November 11th and 25th) ap- 
parently struck some fire of reaction in the 
region of the TVA. This is not surprising, 
considering the record of accomplishment 
which the TVA has accumulated to date, and 
the pride of those who have had part in it. 
In other words, without attempting to take 
either side, we can well understand the attitude 
of both the friends and critics of TVA. 


THEREFORE, in accordance with our open 
forum policy we are glad to bring out in this 
issue a 2-part series in the nature of a reply 
to the Whitlow articles, by Wi1titam C. Firts, 
Jr., general counsel of TVA since August, 
1939. Mr. Fitts was born in Mobile, Alabama, 
in 1905, and after early education in Birming- 
ham and New York city he graduated from 
Princeton in 1927 and from Yale University 
Law School in 1929. After several years of 
private practice in Birmingham, Mr. Fritts 
joined the legal staff of TVA in 1934 and rose 
successively through the various legal posts 
of assistant general solicitor (1935-36), as- 
sistant general counsel (1936), and solicitor 
(1937-39). 


THE next number of this magazine will be 
out January 6th. 


A, Qolizue 
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NO ROOM IN THE FILES! SEEMS THAT EVERY RECORD| | SURE IS A NUISANCE To HAVE 
RECORDS SCATTEREO 1 NEED 1S IN THE To FILE CARDS IN LETTERSIZED 
ALL OVER THE PLACE! [AMGEN Roa DRAWERS, - WASTES SPACE, Too ! 
HOW CAN | GET ‘ian ME To, | WASTE MORE : 
ANY WORK DONE FA TIME JUST RUNNING 
THIS WAY 2 Ge GN BACK AND 
; FORTH 








HERE’S THE WAY 
TO MEET THAT PROBLEM 


\ 


Wood Filing Cabinets 


A STYLE AND SIZE 
FOR EVERY NEED. AVAILABLE FOR 
IMMEDIATE DELIVERY! 


For complete details on this extensive 


Is Lack of Efficient line of wood files built to match exist- 
ILING EQUIPMENT ing equipment, write today for the 


: free 20-page Guardsman catalog. 
Wasting YOUR Time? 


n these busy days you just can’t afford to let inad- 
quate filing equipment slow the work of your dwin- 
lling clerical staff. Today’s flood of business papers, 
nd those of years to come, may be efficiently filed in 
he attractive, built-to-last, Wood Guardsman Cabinet. 
Remember, too, that innumerable government reg- 
ations require that many operating records must 
e kept for at least two years! 


he Guardsman line includes letter and legal size 
nits in 2, 3, 4, and 5 drawer heights; and 5x3, 6x4, 
x5, 8x8, and Tabulating card sizes. Here is the 


imple, effective cure for excessive transferring, over- 
rowding, delayed finding, and makeshift adaptations 


filing equipment. See the Guardsman at your 
earest Remington Rand Office. . 


STEMS 


e ° BUFFALO 
ik den Remington ERand Ine. 


NEW YORK 
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VULCAN 


SOOT BLOWERS 


Last fall a check was made 
by Vulcan engineers on a soot- 
blower unit installed 4 years 
before in a twin furnace steam 
generator job at Oil City, Pa. 


The engineers found that 
the unit had completed its 4th 
year of operation without one 
instance of servicing, repair, 
or maintenance having been 
required. 


Because of the advance de- 


sign of this boiler, involving 
new features in soot-blower 
design and construction, 
Vulcan engineers had inspect- 
ed the installation regularly 
for many months. But the en- 
gineering was sound. No trou- 
ble of any sort developed. Op- 
erators reported perfect clean- 
ing, reasonable cost — and 
VULCAN Soot Blowers were 
again specified on a duplicate 
steam generator installation! 


Write for Details Today 


VULCAN SOOT BLOWER CORPORATION - DU BOIS - PENNA. 


GLC 


SOOT BLOWERS 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“When you give up free private enterprise, you m ) 
give up all,of our other freedoms,” 


¥ 


“The known philosophy of those in authority in Wash- 
ington today is government control. There is no question 
about it.” : 


» 


“In my opinion transportation methods have not 
reached that state of static perfection which lends its 
either to monopoly control or government ownership,” 


> 


“Business will do well to recognize the taxpayers’ in- 


vestments, when negotiating for government-owned plants, iN wae! 
properties, and supplies [in the postwar period], and not | i 
expect too many bargains.” i 


* 


“Whenever you think about the postwar, you want to 
be sure that what you’re doing is postwar planning, not 
postwar wishing. Here is an acid test: If your plan pre- 
supposes a change in human nature, it is just a wish.” 


* 


“Every small businessman I have ever met—and I am 
a small businessman myself—has hoped and worked to 
become a big businessman. That’s in the temper of 
America. Does it mean that he has deliberately sought to 
join a class of predatory outlaws?” 


» 


“Looking at the picture broadly, there would seem (0 
be on the horizon no storm clouds that can be said to 
threaten, seriously, the supremacy of the railroads as the 
premier carriers of the world’s traffic. I predicate: this 
statement, however, upon the premise that the railroads 
will be alert to their problems and their obligations.” 


a 


“Laissez faire as a workable system is dead and the 
only way we can hope to maintain a standard of living 
above that of the peasant class in the future world is t 
learn how to harness our efforts toward freedoms 
count—guided spontaneity through a planned structure. 
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Norden Bombsights 


Years of experience in precision 
manufacturing enabled Burroughs 
to render an extremely important 
setvice to the nation by producing 
and delivering the famous Norden 
bombsight—one of the most im- 
Portant and precise instruments 
used in modern warfare. 


New figuring and accounting 
machines are also produced by 
Burroughs for the Army, Navy, 
US, Government and other enter- 
Prises whose needs are approved 
by the War Production Board, 


» ACCOUNTING AND STATISTICAL MACHINES - NATIONWIDE MAINTENANCE SERVICE - BUSINESS MACHINE SUPPLIES 


Public Utilities Forinighily 


In this war of distance and movement, ammunition must be 
transported far and fast. 


In a day’s combat, a single anti-aircraft gun may use more 
than a ton of ammunition; an infantry division on a global 
fighting front may expend 300 tons of ammunition. 


What kind of ammunition? How much ammunition? Where 
does it go? When must it get there? The answers to these 
questions must be written in figures. 


Figures that flow through arsenals, war production plants, 
transportation and supply lines, and government offices. 


Figures that must be accurate and obtained quickly, because 
guesswork and errors might have to be paid for with lives. 


That thousands of the machines providing these figures are 
Burroughs machines is only logical, for Burroughs has long 
predominated wherever fast, accurate figuring is required. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


Burroughs 
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Stuart CHASE 
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Tuomas E. DEwEy 
Governor of New York. 


FRANKLIN D. ROOSEVELT 


Epitor1AL STATEMENT 
Broadcasting. 
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Former president, Commonwealth 
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President, Brotherhood of Railroad 
Trainmen. 
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“Government debt per se is not the cause of infla 
If the economy is on part time, an increase in debt cz 
cause general inflation until full employment is reache 


> 


“Only a fool in management would wish to agi the 
sense of security and usefulness which comes to working 
men when they are ably represented by honest lab bor 
leadership which believes in the American enterprise sy 
tem.” 


> 


“Some people say ‘a little inflation will not hurt any 
one.’ They are like the man who takes the first shot of 
opium for the sensation he thinks it will give him. Hé 
likes it, although he swears that he will not make it ; 
habit. Soon he is taking two—and then more and more 
and then he loses all control of himself. Inflation is like 
that, A little leads to more. I am unalterably opposed to} 
taking the first shot by congressional, or by any other, 
action, The nation cannot afford to acquire the habit.” 


* 


. Congress now needs to do only one thing—te- 
trieve its right to write the laws. Thus it would safeguard 
an art and medium that is threatened with complete sub- 
jugation because of the powers handed the FCC by the 
Supreme Court. The commission is setting out to make 
radio a common carrier, when Congress thought it said 
specifically it isn’t. It is seeking to censor by the back 
door, when Congress thought it said ‘no.’ It is regulating 
the business of radio when Congress denied it that right.” 


* 


. . we will never solve the problem of the relation 
ship of labor to management, or of either to governmen' 
by mere modification of this law or that law. We wil 
solve it only by making labor an essential part of govern 
ment. I do not mean just by the appointment of a labo 
representative as Secretary of Labor. I mean that in ad 
dition to real representation in a real cabinet, labor’s rep 
resentatives shall help determine government's fiscal, do 
mestic, and international policies. Thus, labor will share 
the responsibility and the results.” 


¥ 


“With sober judgment and measured words, I declaré 
that the patience of the common people will be strained 
almost tothe breaking point if they are saddled with th¢ 
infamous Federal sales tax, of however small a per cen 
While labor patriotically adheres to its no-strike pledg 
selfish interests are taking an outrageously unfair ad 
vantage. Leaders of Congress must sense this dangero' 
trend which, if not promptly checked, surely will resul 
in a reservoir of ill will that will plague all of us in the 
postwar era for which big business is now so feverishl 
‘planning.’ ” 


“ 


“ 
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a Hi-Pressure Contact 
itch, designed and refined by 
IE engineers, who set a new 
dard in its creation. 


neat and smart as a 
th can look, and still “take 


What you don’t see here is 
constant search for im- 
ment in design and opera- 
R&IE engineers are never 
fied, They know that spot- 
ture, self-cleaning contacts, 

selection of materials 
other manufacturing processes are fundamentally 
t~but, they are continually looking for refinements 
will improve on present Quality and Performance. 
¢ been at it for 33 years. In that time, every 
th that went out helped establish the margin of 
ity that distinguishes all R&IE equipment”. 


* 


ILWAY and INDUSTRIAL ENGINEERING COMPANY 


GREENSBURG, PA. ... In Canada—Eastern Power Devices Ltd., Toronto 
Cooperating 100% with the Wer Effort 
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of G-E units 


One of the more impressive chapters of American industry’s 
response to the war is certain to be written about the performance 
of the country’s. public utilities. For they have not only success- 
fully met the enormously increased power demands of suddenly 
expanded industries,.but they’ve also been abie to supply all civil- 
ian needs despite the abnormal growth of many population centers. 


This accomplishment is a composite result of several factors:—the 
traditional foresight of the utilities in planning additional capacity 
to care for normal growth before the need becomes acute;—the 
Capability of utility management and personnel;—the reliable 
operation of power generating equipment. 


Typical examples of the contribution of C-E Steam Generating 
Units to this record are given on the opposite page. Each state- 
ment is a brief summary of the report of a utility company on the 
wartime performance of its C-E Steam Generating Units. All of 
these units are serving industrial areas where uninterrupted serv- 
ice is vital to the ultimate victory of the United Nations.  A-754A 


200 MADISON AVENUE, NEW YORK 16, N. Y. 
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HOW TO CARE FOR electrical farm equipment is 
demonstrated simply and explicitly in a new, 
sound slide film which G.E. is offering to farm 
groups. ‘“‘The Care and Maintenance of Elec- 
trical Farm Equipment” covers motors, water 
systems, milkers, coolers, brooders, etc. The 
film strip and record can be borrowed for 
showings, or can be purchased at a nominal 
price. Address our Rural Electrification Sec- 
tion at Schenectady, N. Y. 


BETTER GENERATOR PRO- 
TECTION is provided by 
a new high-speed differ- 
ential relay, Type CFD, 
recently announced by 
General Electric. It is 
an induction-cylinder de- 
vice, incorporating a 
new principle known as 
*‘product restraint.’’ 
This principle eliminates 
the difficulty previously 
encountered with high- 


GENERAL 4 ELECTRIC 


301-28E-170 


speed generator relays due to the transient- 
current transformer errors on heavy through 
faults. Each element of the relay is of the 
familiar 8-pole, induction-cylinder type, three 
poles being used for the differential operating 
function, and three for product restraint. 


SURER SPOT WELDING results from the use of a 
G-E electrode pressure gage, a new, simple, 
direct-reading device first developed for use in 
General Electric’s own plants. If weld pres- 
sure is too weak, arcing and spattering may 
cause a bad weld. If pressure is too great, 
contact resistance may be too low to develop 
the required heat, or deformation may take 
place. Use of this gage by the set-up man 
helps keep pressure at the predetermined 
level. 


Generat Electric Company, Schenectady, N.Y. 
BUY 


WAR 
ONDS 
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SAVE THAT SECOND ENGINE 


with 


DAVEY POWER TAKE-OFF 


DAVEY 


SPLIT PROPELLER 


POWER TAKE-OFF 





HERE'S WHAT IT IS 


he DAVEY Power Take-off is 
heavy-duty unit for installa- 
on in truck drive shafts to 
erate truck-mounted equip- 
nt normally requiring an ac- 
sory engine of 10 to 100 HP. 
uses as its basic principle an 
nternal and external gear 
ive, operating as a strong 
md durable spline rather than 

series of rotating or mesh- 
9 gears found in the trans- 
ission type take-off. Installa- 
on is made directly to rear 
the truck transmission case. 


HERE'S WHAT IT DOES FOR YOU 


enables you to use truck engine power for operating many types of heavy-duty equip- 
i, among which are: 
and gas compressors @ Generators Gas well bailers @ 
Agricultural machinery © Portable sae Pb aoe @ Welders 
sprinklers @ Rock crushers. 


oe saenee 
Pum: 


Here's How Elimination Of Extra 


Engine Saves MEN... MONEY 
. « « MATERIALS 


. Saves space for men, tools and materials. 


Saves weight—doubling truck utility. 


. Reduces original investment. 
. Lowers maintenance cost—no extra engine, 
. Reduces truck license fees. 


. Efficient equipment combinations can be 


mounted on ONE truck. 


. Saves manpower — equipment controlled 


from driver's seat. 


. No trailer haul, when equipment is truck 


mounted, 


. Long-life unit — owners report power take- 


off outlasts truck .. 
to 10 months. 


+ Saves own cost in 4 


\ 6. Write for details of how DAVEY Power Take-olls can make any truck @ “TWO-JOB” Truck 62 


SOME DISTINGUISHED USERS OF DAVEY POWER TAKE-OFF EQUIPMENT 
Allentown-Bethlehem Gas Company Public ab Electric & Gas Co. of 
a ; 


Boston Consolidated Gas Co. 

Michigan Consolidated Gas Co. Scranton Spring Brook Water Service Co. 
Lane Construction Company, Meriden, Conn. Southern California Gas Company 
Memphis Power & Light Company Vacumite Company. Inc. Dallas, Texas 


BACKED BY 10 YEARS’ PROVED PERFORMANCE 


AVEY 


yressor Co. 


KENT, OHEO 
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How to prevent 


“ABSENTEEISM” 


of Power-Producing Equipment 


oe ae ae 


ss 


UE AREAL NIER pa: 


‘ 
E 


Me 


Protect your oil-filled equipment from FIRE with a 
GRINNELL MULSIFYRE SYSTEM 


MULSIFYRE SYSTEMS operate on 
the principle of mulsifying blazing oil 
with a driving spray of water. The oil is 
turned into a liquid which is incapable 
of burning. A Mulsifyre System extin- 
guishes fire in a few seconds and prevents 
reignition. 

Complete separation of water and oil 
takes place in a few hours... leaves oil 
undamaged. 


Investigate this simple, sure 
oil fire protection. Write for 
Data Book by Underwriters’ Lab- 
oratories.Grinnell Company,Inc., 
Executive Offices, Providence, 
Rhode Island. Branch offices in 
principal cities of United States 
and Canada, 


There is absolutely no conductivit 
along the discharge of a Mulsifyre pro# 
jector when spray strikes conductors cat 
rying high voltages. , 

Mulsifyre Systems are permanently i 
stalled...they operate automatically 
and manually. q 

Recommended by Underwriters’ Lal 
oratories for use in extinguishing fires mi 
flammable oils immiscible with watey 
wherever such oil is a fire hazard... 
transformers and other oil-filled ele¢ 
trical equipment. 


GRINNEL 


MULSIFYRE SYSTEMS 


For Production Protection 
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ONE can start something. To sprint the come hard. The manufacturer stares 

t lap of a race—to write the first chapter  glumly at a cancelled war contract, 

a book—to give your best during the first | while the worker in the plant finds 

art of a war, those things are easy. There the mornings cold and dark, his job 
a thrill about beginning. monotonous. That is the time when 

And then what? quitters quit and even the champions 
Then the grind begins. The runner’s chest slow down, when it is hard to keep 
ghtens and his legs drag. The writer’s ideas _ plugging. It is the time when races— 

and wars—are won. 

All of us have been going through 
the grind. We have felt the pressure. 
We have been disheartened by fail- 
ures, tired by constant effort. Now, 
like a runner, we are getting our 
“second wind.” The worst of the grind 
is past. Victory is ahead. We know it 
can be ours, if we use our “second 
wind” with determination. 

Let us pledge ourselves, now, to use 
our strength to the utmost, to help on 
every front »f the war effort, to tackle 
every production job as though it 
were the first one. Above all, let us 
pledge ourselves to stay on the job— 
every man and woman—until we finish 
what we have so well started, until 
complete Victory is won. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Ave., Chicago 1, Illinois 
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A MANPO 


PROBLEM 











« @8 @! .. tet us help you. Our trained men and special equipment 
PY pect equ 

combine to help you. meet today’s increased demand for 

power. Whether yours is a problem of erection or main- 


tenance .. . regardless of distance or terrain .. . you'll find 


Hoosier service efficient and economical. 
¥ 


4 
% 


TT CTS CST See CoO SCT. Se 


SIER 
FERING CO. 


ERECTION and MAINTENANCE OF TRANSMISSION LINES 
NEW YORK 46 §. FIFTH ST., COLUMBUS, OHIO CHICAGO 
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PiVE THERMGST A! 


LET'S BE REALISTIC 





There are a lot of enchanting promises floating around about a fantastic 
world we will be living in after the war. Fine—it can’t come too soon, but 
it looks like the demands of rehabilitation will determine the course of 
events after the costly struggle is over. 

The order of things during the postwar period will of necessity, call for 
rigid economy throughout the entire program of living. It is natural to 
assume that some changes will be made, and then only where a saving 
can be effected. 

The day dream world is very likely to be out of grasp for a little while to 
come. People as a whole are not so much concerned about fancy frills 
or novel ways of doing things as they are about getting back some of the 
basic comforts now denied by war priorities, and among the first of these 
is automatic heat—assured by the Mercoid time proven way of efficiency, 
accuracy and trouble-free performance. 


THE MERCOID CORPORATION, 4219 BELMONT AVE., CHICAGO 41, ILL. 
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Because they hang it 
on the Ceiling 


Here’s an electrostatic air cleaner 
that is hung from the ceiling. The 
very act of hoisting it up there, re- 
gardless of all the other advantages 
gained, just naturally calls for the 
light weight of aluminum. (Speaking 
postwar, of course, though it’s none 
too early to be doing this kind of 
Imagineering.) 

And, if it were made of lightweight 
Aleoa Aluminum, think how much 
lower a load you’d be placing on the 
building. Perhaps much wider mar- 
kets could then be uncovered for this 


device in places where weight 


is still more of a deciding factor, 
Add the fine appearance of alumi- 
num and its ability to resist corrosive 
atmospheres, the high electrical and 
thermal conductivities ot aluminum, 
and its nonmagnetic property. What 
a list of reasons for considering alumi- 
num for many electrical devices! 
Put your products in place of this 
one, and figure what Alcoa Aluminum 
will do for them. Alcoa engineers will 
gladly help you weigh these reasons 
against what you wish to accomplish. 
ALUMINUM COMPANY OF AMERICA, 
2134 Gulf Building, Pittsburgh, Pa 
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ALCOA Sy ACSA 


ALUMINUM CABLE STEEL REINFORCED 


, 
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VACUUM RETURN 
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+ Ric-wiL 


Outstanding among the advantages of 
community planning are the benefits gained 
from central heating—making it possible to 
purchase heat as a commodity like gas, elec- 
tricity or city water. Ric-wil Prefabricated 


Ltd Pia Fo Cust“Weer 


Communily Healing 


A CENTRAL HEATING PLANT 





CONDUIT 


Insulated Pipe Conduit provides the most 
easily installed, dependable, economical 
and efficient system of heat distribution— 
proven by more than a thousand miles of 
all types now in service. 


ADVANTAGES OF CENTRAL HEATING WITH Ric-wiL PREFABRICATED CONDUIT 


CONSTRUCTION ADVANTAGES: 


@ Conduit furnished complete with prefabricated field 
accessories. 

@ Prefabrication minimizes field work. 

@ Conduit is accommodated in narrow, shallow trench. 
@ Minimum excavation and backfill. 

@ Little or no interference with other construction. 
@ 21-ft. lengths for speedy installation. 

@ All-weld construction provides durable, watertight 


system. 
@ System is efficient, dependable, maintenance-free. 


SERVICE ADVANTAGES: 


Savings of 15% or better in overall fuel consumption. 
Elimination of furnace or boiler tending by consumer. 
Promotes cleanliness in buildings heated. 

Provides extra room in building basements. 
Decreases fire and explosion hazard. 

Reduces smoke and soot, provides cleaner, healthier 
community. 

Eliminates private coal delivery and ash removal. 
Gives uniform, clean heat quickly, whenever needed. 


Write for detailed information on Ric-wil Conduit for central beat distribution, 


RIC-WIL 


INSULATED PIPE CONDUIT SYSTEMS 
THE Ric-wiL ComMPANY - CLEVELAND, OHIO 


SENTS IN PR 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 

Trash Racks 





Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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Save to Win 


with these four simple rules 


of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top. of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 


don't hesitate to write to Exide. 


We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 


— Exide — 


CHLORIDE 
BATTERIES 





...is a vital principle 
of utility operation! 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 
care . . . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 
Exide Batteries of Canada, Limited, Toronto 
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WANTS IN WHICH 


EGRY chen Writing 


-_. BUSINESS SYSTEMS 
HELP MEET THE LABOR SHORTAGE 


The shortage of typists and other office help 
being met successfully through the use of 
Business Systems. 














EGRY CONTINUOUS Forms increase the output 
of operators by 50% and more because they elimi- 
nate many time-consumin, ng operations. Furnished 
with or without interleaved one-time carbons. 





EGRY SPEED-FEED may be attached to any stand- 
Couskamaps Rocian daggisies Uaeetoer of the anor 
stor—makes one machine do the work of two. Whether yourr ecords are 
— written on the typewriter, 
a billing machine, or by hand, 
there is an Egry System for every 
departmental activity. Egry Busi- 
ness Systems save time, money 
EGRY TRU-PAK Reginer speeds te writing of and materials, and afford com- 
——— plete control over every recorded 
transaction. To fully appreciate 
their usefulness, you should see 
them in action right in your own 
office. Free demonstrations may 
be arranged at your convenience. 
Complete information on re- 
iuauaerenteasaeiemay quest. There is no cost or obl- 
ALLSETS are ready for immediate use either over gation. Address Dept. F-1223. 
the typewriter or when written = hand. 
THE EGRY REGISTER COMPANY e Dayton, Ohio 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada. 
Egry maintains sales agencies in all principal cities. 
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ELLIOTT 


ST 


RAINERS 


Sop-laght fur 


SELF-CLEANING STRAINERS 


back-fi 
ls @ 24” alae, one of 
16 fer:a war e 


TWIN STRAINERS 


This 20” twin strainer is one 

22 in use in one central 
station. If protects ao raw 
water suction line. Other 
Elliott twin and single strain- 
ers; serve _in screen wash, 
chemical feed, lubricating 
and fuel oii lines. One side 
of a twin strainer is cleaned 
= the other side is work- 

ig. 


@ - 

Un WALL 

IN ALMOST ANY POWER STATIO 
Elliott twin strainers will be found tuck 
away in inconspicuous spots. No medie 
fortress ever enjoyed more positive prot 
tion with moat, drawbridge and portcu 
than the water and oil handling equipm 


whose intake pipe lines are guarded 
these unsleeping sentinels. 


So many Elliott strainers of various ty 
are in operation today, that we cannot e 
approximate the vast volume of water, 
and other liquids which they pass. Far | 
can we approximate the millions of dol 
in damage, trouble and delay which 
have prevented. 


If you have a straining problem, 
use our wide experience in its solution. 
Write. 


ELLIOTT COMPAN 


Accessories Dept., JEANNETTE, PA. 
DISTRICT OFFICES IN PRI AL CITIES 
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Due to war-time travel restriction, conventions listed are subject to cancellation, 
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23 T* { American Water Works Association, New York Section, will hold midwinter meeting 
and war conference, New York, N. Y., Jan. 18, 1944. 
24 F Lydia Society of Civil Engineers will hold meeting, New York, N. Y., Jan, 19-21, 
25 Ss { Merry Christmas, 1943! 
26 S { Sales Executives’ Conference will be held, Cincinnati, Ohio, Feb. 3, 4, 1944. @ 
M {American Water Works Association, Minnesota Section, will hold meeting, St. Paul, 
27 Minn., Mar. 13-17, 1944. 
28 T* {Iowa Independent Telephone Association will hold session, Des Moines, Iowa, Apr. 10, 
11, 1944, 
W 4 Nebraska Independent Telephone Association will convene, Omaha, Neb., Apr.13, 14, 
29 1944, 
30 T* Illinois Independent Telephone Association will hold meeting, Chicago, Ill., Apr. 18, 
1944, 
31 F q{ United States Iependent Telephone Association will hold spring conference, Chicago, 
Ill., Apr. 20, 1944, 
@ JANUARY Sy 
Pg 
1 S2 q Happy New Year, 1944! f 
2 S — Electrical Manufacturers Association will convene, Chicago, Ill., Apr. 23-28, 
9 a ¥ 
M { American Water Works Association, Michigan Section, will convene, Jackson, Mich., 
3 Apr. 26-28, 1944. 
4 T* q Indiana Independent Telephone Association will hold meeting, Indianapolis, Ind., May 
3, 4, 1944, ‘ 
{ National Fire Protection Association will hold meeting, Chicago, Ill., May 
5|W 8-11, 1944, 9 
793 





A mural by J. Monroe Hewlett, reproduced through courtesy of the Bank of New York - 


This painting has as its theme domestic commerce, symbolized by agriculture 
and mining. In the background appears the Merchants’ Exchange, 
situated on the opposite < of Be Street from the Bank of 
ew York. 
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TVA’s Firm Foundation 


In this article the author discusses and answers what he declares 

to be unwarranted and misleading statements and conclusions 

by J. A. Whitlow in recent articles in the FortNIGHTLY as to 

the great Tennessee Valley Authority's hydroelectric develop- 
ment. 


By WILLIAM C. FITTS, Jr. 
GENERAL COUNSEL, TENNESSEE VALLEY AUTHORITY 


NYONE with firsthand knowledge 
of the history of the Tennessee 
Valley. Authority Act and the 

itigation through which its constitu- 
tonal validity has been established will 
perience an increasing sense of unre- 
ity while reading J. A. Whitlow’s ar- 
lle appearing in the FortNIGHTLY of 
November 11th. The reaction is one 
kin to what might be experienced upon 
titering a room that seems vaguely 
kmiliar but in which the furniture.and 
ther furnishings have been so jumbled 
that the picture is beyond recognition. 


795 


The article is a strange mixture of 
part truths, apparent misstatements, 
and misleading omissions of essential 
parts. The first thesis is that in enact- 
ing the Tennessee Valley Authority Act 
the Congress intended only to authorize 
the TVA to take custody of the Muscle 
Shoals properties and to sell only the 
insignificant amounts of power that 
might be unavoidably or accidentally 
generated at Muscle Shoals in excess of 
the requirements for operating the 
navigation locks and the fertilizer 
plant. The author attempts to create 
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the impression that it was never in- 
tended that TVA should construct ad- 
ditional dams or engage in the business 
of generating and transmitting power 
for the admitted purpose of marketing 
it to the public. This construction of 
the statute is refuted by its history, its 
specific terms, and the decisions of the 
courts. : 


HROUGHOUT the period from 1924 
to 1933, when the Muscle Shoals 
issue was before the Congress and the 
public, it was well understood that the 
issue to be determined involved far 
more than the question of the future 
ownership and control of the Muscle 
Shoals properties. The real questions 
debated were the broader ones of 
whether the Tennessee river system was 
to be developed by the government and 
whether the electric power to be gener- 
ated, not only at Wilson dam but at 
other dams to be constructed under the 
act, was to be marketed by the govern- 
ment or by the utility companies. In- 
deed, in the final consideration of the 
TVA Act in Congress, the contro- 
versial issue was not whether additional 
dams were to be constructed (that was 
universally conceded)’ nor whether 
power was to be generated at those 
dams (no one disputed that), but 
whether the government should be au- 
thorized to take that power to market 
by means of transmission lines or 
should be forced to sell it at the dams to 
the utility companies. 
It is inconceivable that the utilities 


1 The vice president of the Tennessee Elec- 
tric Power Company frankly admitted in testi- 
mony before the House Committee on Military 
Affairs in 1933 that “either the government is 

oing to develop the Tennessee river or it won't 
ee developed at all” (Muscle Shoals, Hearings 
before House Committee on Military Affairs, 
HR 4859, 73rd Cong., Ist sess. (1933), p. 178). 
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and their friends would have spent 
time and money fighting the Norris 
provisions authorizing the construction 
of transmission lines, if it had been 
their understanding that the only power 
to be marketed under the act was acci- 
dental surplus. 


Lien: express terms of the statute 
make clear the intention of Con- 
gress. The original act authorized the 
construction of the Cove Creek dam on 
the Clinch river (now Norris dam), 
and its operation in conjunction with 
Wilson dam for navigation, flood con- 
trol, and power. In general terms it 
also authorized the construction of such 
other dams on the Tennessee river and 
its tributaries as should be found neces- 
sary. An amendment adopted in 1935 
expressly authorized the construction 
of such dams and reservoirs on the Ten- 
nessee river and its tributaries as 


... will provide a 9-foot channel in the said 
river and maintain a water supply for the 
same, from Knoxville to its mouth, and will 
best serve to promote navigation on the Ten- 
nessee river and its tributaries and control 
destructive flood waters in the Tennessee and 
Mississippi river drainage basins ... [§ 
4 (j) TVA Act]. 


This same section authorizes the con- 
struction of “powerhouses, power 
structures, transmission lines,” and au- 
thorizes the board “‘to unite the various 
power installations into one or more 
systems by transmission lines.” 

Section 9a, after directing that the 
dams and reservoirs shall be operated 
primarily for the purpose of promoting 
navigation and controlling floods, au- 
thorizes the board 


... whenever an opportunity is afforded, to 
provide and operate facilities for the gener- 
ation of electric energy in order to avoid the 
waste of water power, to transmit and mar- 
ket such power as in this act provided, 
thereby, so far as may be practicable, to as- 
sist in liquidating the cost or aid in the main- 
tenance of the projects of the authority. 
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| This does not sound like accidental sur- 
plus. 


Sebi 10 authorizes the board “to 
sell the surplus power not used in its 
operations, and for operation of locks 
and other works generated by it, to 
states, counties, municipalities, corpor- 
ations, partnerships, or individuals.” 
Thus, the term “surplus power” is de- 
fined by the statute itself as meaning all 
that power that may be generated under 
§ 9a which is not needed in the opera- 
tions of the board. 

Section 10 also commands the board 
to give preference in the sale of this 
power to “states, counties, municipali- 
ties, and cooperative organizations of 
citizens or farmers.” Clearly, the board 
could not have sold the accidental sur- 
plus which by definition would be sec- 
ondary or interruptable power to the 
customers given preference by the 
statute. 

Section 12, which was the most con- 
troversial provision in the statute, con- 
tains the authorization to the board to 
construct and operate transmission 
lines for the purpose of carrying the 
power to the market. It is difficult to 
imagine that the Congress intended to 
authorize the expenditure of millions 
of dollars for transmission lines to 
market the infinitesimal amounts of 


power that might be accidentally gen- 
erated in excess of government needs. 
It is abundantly clear that Congress in- 
tended to and did authorize the follow- 
ing: 

1. The construction on the Tennessee 
river and its tributaries of whatever 
dams were determined to be reason- 
ably necessary to provide a 9-foot 
channel from Knoxville, Tennessee, to 
the mouth of the river and to provide 
adequate flood protection by reservoir 
storage to the Tennessee and Missis- 
sippi river valleys together with 
“power houses, power structures, and 
transmission lines.” 

2. The generation and marketing of 
whatever amounts of power can be 
generated at those dams under the 
method of operation required by § 9a. 


Pisce it be that Mr. Whitlow is 
really objecting to the fact that the 
statute has been carried out according 
to its terms, rather than ignored, as he 
suggests ? 

Another charge against the authority 
is that the dams constructed by it are 
not dams for the regulation of stream 
flow for navigation and flood protec- 
tion, but are power dams. Apparently 
the assumption is that it is impossible 
for the same structures to accomplish 
all of these purposes. Of course these 
dams are power dams in the sense that 
they are capable of generating and do 


= 


“, . . charge against the authority is that the dams con- 
q structed by it are not dams for the regulation of stream 
flow for navigation and flood protection, but are power 
dams. Apparently the assumption is that it is impossible for 
the same structures to accomplish all of these purposes. Of 
course these dams are power dams in the sense that they are 
capable of generating and do generate large amounts of elec- 
tric energy pursuant to the express mandate of § 9a of the 


statute.” 
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generate large amounts of electric en- 
ergy pursuant to the express mandate 
of § 9a of the statute. No one con- 
nected with the TVA has ever at- 
tempted to deny that self-evident fact. 
But they are also navigation and flood- 
control dams. 

The main stream dams create the 
9-foot channel from Knoxville to the 
mouth of the river that is required by 
§ 4 (j) and also provide valuable flood 
storage. The tributary reservoirs pro- 
vide substantial headwater storage and 
when operated in conjunction with the 
main stream dams are capable of pro- 
viding protection to the danger points 
in the Tennessee and lower Mississippi 
valleys. The entire system is operated 
as an integrated unit and when so op- 
erated produces the navigation and 
flood-control results called for by the 
statute. These statements need not be 
accepted on faith. They are merely 
paraphrases of the formal findings of 
fact made by the two United States 
courts that have had the opportunity 
to consider the testimony of the nation’s 
leading engineers on every phase of this 
question. What is more important 
those findings have been verified by the 
verdict of experience. 


I" 1933, when the statute was passed, 
the traffic moving on the Tennessee 
river totaled 32,659,000 ton miles per 


year. With the channel still incom- 
plete, that traffic in the first nine 
months of 1943 amounted to 162,162,- 
000 ton miles, exceeding that carried in 
all of 1942. A conservative estimate 
for the annual river traffic during the 
first full year after the completion of 
the channel is half a billion ton miles. 
The reservoir system when completed 
will provide controlled storage totaling 
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nearly 14,000,000 acre feet. The oper- 
ation of this storage will make possible 
a reduction of from two to three feet 
in the crest of the critical floods in the 
lower Ohio and Mississippi valleys. The 
importance of such a contribution is 
easily understood when it is recalled 
that for many years one of the princi- 
pal objectives of the advocates of Mis- 
sissippi flood control has been to obtain 
a 2-foot freeboard on the levee system. 
The reservoirs so far completed have 
already operated on three different oc- 
casions to reduce substantially flood 
heights at the city of Chattanooga and 
thus avoid disastrous consequences, 

The fallacy in Mr. Whitlow’s posi- 
tion on the function of these dams is 
the one which destroyed the attack of 
the power companies on the validity of 
the construction program. It arises 
from the notion that whenever the pro- 
duction of power becomes an important 
factor the dams become illegal. 


To is nothing in the Constitu- 
tion or the statute that relegates 
power to a minor r6le. All that is re- 
quired is that the dams im fact con- 
tribute substantially to the Federal pro- 
grams of navigation and flood control. 
As the Supreme Court recently stated 
in disposing of a similar attack on the 
Denison dam in Oklahoma: 


. .. this is none-the-less a flood-control proj- 
ect which will “fully control the maximum 
flood of record,” though power, it is hoped, 
will pay the way. Whether the work of flood 
control, including river flow, would be bet- 
ter done by a dam of one design or another 
is for Congress to determine. And, as we 
have said, the fact that ends other than flood 
control will also be served, or that flood con- 
trol may be relatively of lesser importance, 
does not invalidate the exercise of the au- 
thority conferred on Congress.” 


2 Oklahoma ex rel. Phillips v. Guy F. Atkin- 
son Ga, (1941) 313 US 508, 533, 534, 85 Le 
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Traffic on the Tennessee River 


CC¥n 1933... 


the traffic moving on the Tennessee river totaled 


32,659,000 ton miles per year. With the channel still incom- 

plete, that traffic in the first nine months of 1943 amounted to 162,- 

162,000 ton miles, exceeding that carried in all of 1942. A conserva- 

tive estimate for the annual river traffic during the first full year 

after the completion of the channel is half a billion ton miles. The 

reservoir system when completed will provide controlled storage 
totaling nearly 14,000,000 acre feet.” 





Another charge by Mr. Whitlow is 
that the authority has misrepresented 
its legal status by assuring the public 
that its constitutional validity has been 
sustained when, as a matter of fact, 
that question has never been deter- 
mined. The basis for this accusation is 
laid by a misreading of the Ashwander 
decision,* by attributing to the Supreme 
Court, in the form of what purports to 
be a direct quotation, language that 
does not appear in the opinion,‘ and 
fnally by simply ignoring the authori- 
tative decision of the special 3-judge 
court in Tennessee Electric Power Co. 


—_—— 


8Ashwander v. Tennessee Valley Au- 
thority (1936) 297 US 288, 80 Led 688. 
4 In his article, at the bottom of page 600, Mr. 
itlow sets out in quotation marks a state- 
ment which purports to be quoted frém_the 
Supreme Court i agrog in the Ashwander aes, 
No such gone e can be found in that op 
ion, (1938) 21 F Supp 947, 24 PUR(NS) 4 497, 
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v. Tennessee Valley Authority, and the 
subsequent decision of the Supreme 
Court in Oklahoma ex rel. Phillips v. 
Guy F. Atkinson Co.5 


e } “HE exact decision of the Supreme 
Court in the Ashwander Case may 


be simply stated. The precise issue was 
the validity of a contract under which 
the Alabama Power Company had 
agreed to convey to the Tennessee Val- 
ley Authority certain transmission 
lines leading from Wilson dam to the 


surrounding territory. In sustaining 
the validity of this transaction the 
court held as follows: 

1. That Wilson dam had been con- 
stitutionally constructed by the Fed- 
eral government, both under the war 
and commerce clauses of the Consti- 
tution. 


5 (1941) 313 US 508, 85 Led 1487. 
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2. That since the dam was a consti- 
tutional structure, the Federal govern- 
ment had full authority to install gen- 
erating equipment and transform the 
water power into electric energy. 

3. That the electric energy so gen- 
erated, no matter in what amounts and 
even though admittedly produced for 
the purpose of sale, became the prop- 
erty of the United States and could 
be disposed of by Congress or its 
agents under the property clause of 
the Constitution. 

4. That the Constitution does not 
limit the power of disposal to a sale 
at the dam site, but contains ample au- 
thority to the Federal government to 
sell its property to the public and to 
acquire the necessary facilities for its 
transmission to the market. 


It is thus apparent that every essen- 
tial feature of the TVA program is cov- 
ered by this decision. Wilson dam was 
declared a valid structure because it in 
fact substantially serves the constitu- 
tional functions of national defense and 
navigation. 


HE case for the other structures 

erected by the authority is in no 
degree different. Each of them in fact 
substantially serves one or all of the 
admittedly constitutional functions of 
navigation, flood control, and national 
defense. The electric energy generated 
at Wilson dam is the property of the 
United States, to be disposed of by it on 
such terms and by such means as the 
Congress may see fit to determine. 
Similarly the electric energy produced 
at all of the other dams is the property 
of the United States and may be dis- 
posed of in like manner. 

The broad question of constitutional 
validity arose again in the case of Ten- 
nessee Electric Power Co. v. Tennessee 
Valley Authority. The special statutory 
3-judge court which heard voluminous 
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evidence on every phase of the question 
unanimously upheld the validity of the 
statute and the program in all of its 
aspects. This decision represents the 
law of the land unless overruled by 
higher authority. It is true that, on the 
final appeal in this case, the Supreme 
Court found it unnecessary to decide 
the constitutional questions because of 
its view that the utility companies had 
no legal right to claim freedom from 
competition (which was the sole basis 
of the damage claim relied upon to sus- 
tain the suit), Mr. Whitlow fails to 
mention that any possible doubts as to 
the constitutionality of the authority’s 
program were put finally to rest by the 
Supreme Court in Oklahoma ex rel. 
Phillips v. Guy F. Atkinson Co. There 
the court held that the Federal govern- 
ment, under Art. I, § 8, of the Consti- 
tution, can constitutionally construct 
dual-purpose projects for flood control 
and power development, that the court 
would not inquire as to the comparative 
importance of the two functions, and 
that power generated at such projects 
can be marketed to the public to defray 
the cost of flood control. 


H’“° thus clothed the TVA in 
the garb of fraud and pretense, 
Mr. Whitlow proceeds to another time- 
worn theme—the proposition that the 
program is subsidized at the expense of 
the taxpayer, that power revenues are 
not sufficient to pay costs, and that 
there have been staggering tax losses 
to the nation, the states, and the local 
communities. 

The record refutes these charges. 
The total investment of the govern- 
ment in the navigation, flood-control, 
and power facilities of the authority as 
of June 30, 1943, was $467,796,805.33. 
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For this expenditure the government 
has obtained not only the power houses, 
steam plants, substations, and trans- 
mission lines devoted exclusively to the 
generation and transmission of power, 
but also all of the dams and reservoirs 
on the Tennessee river system which 
are serving the multiple purposes of 
navigation, flood control, and power. 
As the Tennessee Valley Authority Act 
recognizes, it would be unjust to elec- 
tric power consumers to charge the 
total cost of these multiple-purpose 
dams and reservoirs to the single func- 
tion of power production. According- 
ly, by the express mandate ofthe 
statute, while all of the power facilities, 
ie., power houses, generating equip- 
ment, substations, and transmission 
lines, have been charged directly to 
power, the common cost of the struc- 
tures and reservoirs which are actually 
utilized for all three purposes has 
been allocated to those purposes. Under 
that allocation the total investment in 
plant charged to power is $352,295,- 
573.95. 


¢ @.. net income from power oper- 
ations from June 16, 1933, to June 
30, 1943, is $29,006,849.24. The au- 
thority during the first four years of its 
existence was prevented from realizing 
any substantial revenues from power 


e 


operations by a series of injunction 
suits. As might well be expected most 
of the net income is attributable to the 
last few years, during which the author- 
ity has been operating free from such 
obstacles. The net income for the past 
three years is as follows: 


Fiscal year 1941 

Fiscal year 1942 

(This drop is accounted for 
by the fact that this year saw 
an unprecedented increase in 
power demand by war indus- 
tries and at the same time the 
Southeast experienced a severe 
drought; this necessitated op- 
eration of high-cost acquired 
steam plants and other ex- 
pensive measures to provide 
power in excess of contracts.) 
Fiscal year 1943 


$ 6,990,778.20 
3,673,352.50 


13,148,853.44 


It is important to note that these fig- 
ures represent net income after all op- 
erating expenses, actual interest pay- 
ments on TVA bonds, and the deduc- 
tion of “straight-line” depreciation. In 
these last three fiscal years the return 
on the power investment, after depre- 
ciation, has been about 5 per cent for 
1943, 2 per cent for 1942, and 4 per cent 
for 1941. On the basis of this operat- 
ing record it is now estimated that the 
net income from power after deducting 
“straight-line” depreciation will be 


sufficient to pay off the entire invest- 


ment allocated to power, without inter- 
est, in a period of thirty years. With 
interest at 2 per cent, the entire invest- 


flood-control, and power facilities of the authority as of June 


q “THE total investment of the government in the navigation, 


30, 1943, was $467,796,805.33. For this expenditure the 
government has obtained not only the power houses, steam 
plants, substations, and transmission lines devoted exclusive- 
ly to the generation and transmission of power, but also all 
of the dams and reservoirs on the Tennessee river system 
which are serving the multiple purposes of navigation, flood 


control, and power.” 
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ment can be liquidated in sixty years. 
In either case the power system would 
be fully paid for at the end of these 
periods with the property intact and 
productive of further net income. 


” dealing with the tax question the 
TVA critic often repeats the com- 
mon mistake of confusing two separate 
problems that are only indirectly related 
to each other. The first of these, and 
the only one in which the authority is 
directly interested, is the question of 
whether the TVA wholesale power rate 
is sufficient to cover applicable taxes, 
and whether the authority by the ac- 
quisition of properties within the states 
has deprived the states and counties of 
tax revenues. The facts on these two 
questions are comparatively simple. 
The wholesale rate at which the author- 
ity sells power to its municipal and co- 
Operative customers is sufficient to 
cover all costs, including “straight- 
line” depreciation, with a margin over 
amply sufficient to cover taxes. Since 
the enactment of the amended § 13 of 
the statute, the amounts paid by the 
authority to states and counties exceed 
in their total the amounts collected with 
respect to these same properties when 
they were in private ownership. The 
payments to the states not only exceed 
the ad valorem taxes previously as- 
sessed on the physical properties, but 
are in excess of the total of those taxes, 
plus excise and business taxes. 


Mr. Whitlow says, however, that 
even if it were true that the authority 
is replacing state and local taxes, it is 
not paying Federal taxes. This is a 
play on words. The Federal taxes that 
are referred to are made up almost en- 
tirely of income taxes of the private 
utility companies. By definition the 
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payments made by these companies as 
income taxes constitute a payment to 
the Federal government of a certain 
proportion of their net income. Ip- 
stead of paying such a proportion of 
net income to the Federal government, 
the authority pays the entire amount. 
Every penny of such income so far 
earned has been used in the construc- 
tion of the authority’s projects and has 
thus reduced the amount of appro- 
priated money that would otherwise 
have been expended for this purpose. 
When the major plant is completed this 
net income will be paid into the Treas- 
ury of the United States in accordance 
with the provisions of the statute. It 
is thus clear that whether the payment 
is termed taxes or interest or return on 
investment is immaterial. 


HE important fact is that the au- 

thority is now obtaining revenues 
from the sale of power substantially in 
excess of all costs, including deprecia- 
tion, and that that excess goes to the 
United States. In addition, the con- 
sumers of the area of its operations are 
purchasing electric power at a saving 
of something in excess of $10,000,000 
per year on the basis of the level of 
consumption prior to initial TVA serv- 
ice. 


In his article Mr. Whitlow implic 
that the amendment to § 13, dealing 
with tax replacements, was enacted 
over the opposition of the authority. 
In fact it was the TVA that took the 
initiative in recommending the change 
in the statute that resulted in the in 


creased payments. It was the TVA 
which, in a series of conferences wi 
the states and counties affected, 
tained an agreement on principle and 
submitted that agreement to the Cor 
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Earnings during Last Complete Year 


sis Fale the last complete year of operation Knoxville, Ten- 
nessee, selling at... allegedly inadequate resale rates, earned 
a surplus of $658,000; Chattanooga, Tennessee, a surplus of $476,- 
000 ; Memphis, Tennessee, a surplus of $1,512,000 ; Nashville, Ten- 
nessee, a surplus of $846,000; Florence, Alabama, a surplus of 
$138,000; and Tupelo, Mississippi, a surplus of $47,000.” 





gress with its recommendation. It was 
the TVA that bore the brunt of defend- 
ing the proposal for increased payments 
before the congressional committees 
over bitter opposition. The amend- 
ment was finally enacted only through 
the unceasing efforts of the supporters 
of TVA in Congress over the bitter end 
opposition of its opponents who took 
the understandable position that they 
preferred to place the agency in the em- 
barrassing position of being prevented 
by law from making any payments to 
the affected states and counties.® 


ig considering this problem of TVA 
payments in lieu of taxes, we must 
not confuse the distinct issue of 
whether the municipal and codperative 
electric distribution systems purchasing 
power at wholesale from the authority 
are making adequate tax payments to 


ee 


®The accuracy of these statements may be 
checked by referring to the printed Hearings 
before the House Committee on Military Af- 
ee, HR 7424, HR 5068, HR 3822, HR 2741, 
‘iman and HR 4094, 76th Cong., 3d sess. 
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the states, the counties, and the general 
funds of the municipalities. The solu- 
tion of this problem depends entirely 
upon state law and state policy. The 
tates at which these distribution sys- 
tems resell power to the consumers are 
adequate to cover tax payments. The 
consumers are thus paying taxes just as 
they have always paid them under every 
type of utility operation. These sys- 
tems are in fact accruing and setting 
aside out of revenues amounts in lieu 
of taxes which in most cases exceed the 
total amount previously paid to all tax- 
ing agencies. Mr, Whitlow is in error 
when he states that these amounts are 
based upon the value of the properties 
at the date upon which they were 
acquired by the systems, In most cases 
the amount to be accrued is determined 
by applying the going tax rate to the 
book value of the property used in the 
utility operation. 

Since assessed valuations are almost 
without exception less than book val- 
ues, the result is that in most cases the 
amounts set aside exceed the amounts 
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that would be collected under an ad val- 
orem tax levy. It is true that up to 
the present time there is no uniformity 
in the method of disposing of these tax 
accruals. 


| some cases the municipal systems, 
either by voluntary action or under 
special legislation, are making the pay- 
ments to the state, the county, and 
the general fund of the munici- 
pality exactly as tax payments were 
apportioned under private ownership. 
In other cases the entire amount, in- 
cluding the portions that previously 
went to the county and state, is being 
paid to the general fund of the munici- 
pality. This question of the method of 
ultimate distribution is one to be de- 
termined by state laws. The important 
fact is that the consumers are paying 
in their rates amounts sufficient to 
cover all taxes, and the electric systems 
are setting those sums aside for tax 
payment purposes. The money is avail- 
able and subject to whatever disposi- 
tion may be dictated by the legislative 
power of the state. 

In his article Mr. Whitlow makes 
‘the statement that the retail rates fixed 
in the contracts between the TVA and 
the municipal systems are “so low that 
the cities do not usually have a surplus 
after the prescribed costs are paid, and 
therefore have nothing to supplement 
the city’s revenues.” In view of the 
record this is an astounding statement. 
During the last complete year of oper- 
ation, Knoxville, Tennessee, selling at 
these allegedly inadequate resale rates, 
earned a surplus of $658,000; Chatta- 
nooga, Tennessee, a surplus of $476,- 
000; Memphis, Tennessee, a surplus 
of $1,512,000; Nashville, Tennessee, a 
surplus of $846,000; Florence, Ala- 
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bama, a surplus of $138,000; ana 
Tupelo, Mississippi, a surplus of $47,- 
000. 

In the aggregate the municipal 
systems served at wholesale by the au- 
thority in the last year of operations ac- 
cumulated a surplus of $5,807,000. 
These figures represent net revenues 
after the payment of all costs for the 
year, including the accrual of “straight- 
line’ depreciation and interest and 
principal payments on bonds. The sur- 
pluses are also computed after the de- 
duction of the total tax equivalent ac- 
crual described above. 


. is correct to say that these sur- 
pluses, derived from the electric 
power consumers of the area, are not 
available for the general funds of the 
municipalities. Most of these systems 
have been financed by electric revenue 


bonds, secured only by a pledge of rev- 
enues, with no commitment of the gen- 
eral obligation of the municipalities. 
The systetus will be paid for entirely 
by the consumers. It is the consumers 
who are the equitable owners and any 
excess earnings are to be used for their 
benefit in the form of improved serv- 
ice and reduced rates. This policy is 
required by the Tennessee Valley Au- 
thority Act. The power generated by 
the authority is the property of the 
United States and the Congress has de- 
clared the policy that that property 
shall be distributed in a manner that 
will give assurance that the benefits of 
that distribution shall go to the ulti- 
mate consumers on as wide a basis as 
possible. 

This is the policy of Congress which 
the authority is seeking to protect in 
the litigation with Lenoir City (re- 
ferred to by Mr. Whitlow). In that 
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case the city of Lenoir City, after ob- 
taining a contract for a supply of power 
from the authority by obligating itself 
not to use the revenues derived from 
the resale of that power to pay the 
general obligations of the city, at- 
tempted to issue general obligation 
bonds secured by a pledge of the elec- 
tric revenues. The purpose of the liti- 
gation referred to is to obtain a decla- 
ration from the Federal court that that 
action of the city is in violation of the 
obligation of its contract. 


M® WHITLow states thatthe con- 

tractual provisions by which the 
municipalities agree not to use electric 
revenues for general municipal pur- 
poses have “created much dissatisfac- 
tion among the cities that thus dis- 
tribute TV A power and they resent this 
dictation over the conduct of their local 
enterprise.” The writer is not in- 
formed as to the sources of such in- 
formation. It can be stated that the 
authority has received no complaints 
on this score from any municipality 
served by it; that the overwhelming 
majority of the people of the area and 
their elected officials have codperated 
whole-heartedly in carrying forward a 
policy which they recognize to be fair 
to consumers and taxpayers alike ; that 
the Lenoir City incident is the only one 
in which any municipality has at- 
tempted to escape from its obligations ; 
and that even in that instance no one 
connected with Lenoir City, except its 
counsel, has indicated any dissatisfac- 
tion or resentment. 


In connection with the Chattanooga 
situation, Mr. Whitlow says, quoting 
almost directly from an editorial in the 
News Free Press of June 21, 1943, 
“while Chattanooga is benefiting by the 
lowest electric rate in the U. S. some of 
the saving is coming out of the pockets 
of the taxpayers.” Perhaps his sub- 
scription expired that day for he failed 
to note an editorial in the same paper 
the following day which cited figures 
obtained from the city treasurer by the 
general manager of the system. 


HAT editorial showed that the city 

was receiving more in taxes under 
public operation than it had received 
from the private company, and, in addi- 
tion, was obtaining a substantial saving 
in its own electric light bill. 

“Thus, Mr. Finley says,” the edi- 
torial goes on, “public power is paying 
$24,607 more than private power paid 
in 1938 and is saving the city in light 
bill for a total boost to the city treasury 
for general expenses of $81,607, which, 
says Mr. Finley, ‘is doing our share and 
don’t forget we’ve saved the people of 
Chattanooga $2,500,000 in light bills’ 

. There’s the taxpaying case for pub- 
lic power, and it must be admitted there 
is some ‘power’ in the figures.” 

In picking up the controversy over 
increased contributions by the electric 
system for other city purposes, the 
TVA critic overlooks the fact that the 
city has no investment in the plant 
which was financed by revenue bonds 
which are being paid off by the con- 
sumers in their electric bills. 





“New ideas and up-to-date policies are of the highest importance. But 
are men of boldness, sincerity, and imagination to carry them into 
effect.” 
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—EprroriAL STATEMENT, 
New York Herald Tribune. 
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The Rise of the Little Man 
With the Big Hands 


The author points out how Harold L. Ickes, arriving in Washington 
with apparently modest ambitions, rapidly advanced to positions of 
unusual power and responsibility. The energetic Secretary of the 
Interior must now be a very busy man, but, in the opinion of the author, 


seems nevertheless always willing to add to his heavy load. 


His re- 


sourcefulness and enormous capacity for work indicate that Secretary 
Ickes did not become an institution accidentally. 


. By LARSTON D. FARRAR 


ACK in the inter-regnum be- 
tween the defeat of President 


Hoover for reélection in No- 
vember, 1932, and the inauguration of 
the New Deal on March 4, 1933, a 
meek-mannered little man arrived at 
the Union Station in Washington with 
high hopes of getting a job with the 
new administration. Middle-aged and 
myopic, his short, somewhat plump, fig- 
ure clad in store clothes would give the 
casual observer the impression that he 
was perhaps a small-town grocer—an 
oversized Casper Milquetoast. 

In truth, Harold Le Clair Ickes (for 
it was none other than he) did not rate 
too high among the horde of hungry 
office seekers pouring into Washington 
with every incoming train. His back- 
ground was unimpressive compared 
with the more dazzling politicos and 
brain trusters who were haunting the 
halls of the President-elect. In Wash- 
ington he was virtually unknown ex- 
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cept among the few old-fashioned lib- 
erals who managed to survive the Bull 
Moose debacle of 1912 and (for them) 
the long famine years of Republican 
conservatism from Harding through 
Hoover. 

In Chicago, where he had practiced 
law since 1907, he was known as a cor- 
poration baiter (which may explain his 
unpopularity with the moneyed minor- 
ity), who, politically, generally man- 
aged to become associated with lost 
causes, and who as an ex-newspaper re- 
porter somehow couldn’t make the 
grade even in the heyday of the “muck- 
rakers” which sent allied souls such as 
Lincoln Steffens and others on to jour- 
nalistic fame if not fortune. 

Possibly Harold Le Clair Ickes had 
considered all these things; because if 
his comparative political rating was not 
too high, neither apparently was his 
ambition. He had come to Washing- 
ton hoping that he might become head 
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of the Bureau of Indian Affairs. That’s 
a fairly modest job to ask from an ad- 
ministration with baskets full of choice 
plums. But it pays $10,000; the work 
is steady, if unspectacular; and, any- 
way, that is what Mr. Ickes seemed to 
have his eye on at that time. 

Yes, a careless observer, considering 
Mr. Ickes’ background on that day of 
arrival, but not knowing him very well, 
might have been inclined to write off 
his chances of getting much notice in 
the play that was just opening on the 
political stage in Washington. Such 
an observer would certainly never have 
expected Mr. Ickes to. become the 
avenging angel of the New Deal, the 
Gideon of the Palace Guard who has 
smitten and confounded not only the 
enemies and critics of The Cause, but 
even some pretty high-class and flashy 
professional competition in the very 
shadow of the throne. Gone are many 
of the proud politicians who dared 
cross swords with the self-styled cur- 
mudgeon. 


No as everyone knows, Mr. Ickes 
on landing in Washington got 
right ahead. He took upon himself or 
had thrust upon him more and more 
burdensome work, and he is still doing 
business at the old stand on a grand 
scale. 

Did I say still doing business? Par- 
don the understatement. Some busi- 
ness! Take a look at just this list of 
offices, chairmanships, activities, and 
responsibilities: Fishery Codordinator 
for War, Petroleum Codrdinator for 
War, Coal Administrator, Federal Oil 
Administrator, chairman of the Na- 
tional Power Policy Committee, Solid 
Fuels Coordinator for War; a member 
of the Army-Navy Petroleum Board, 
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the National Park Trust Fund Board; 
administrator of the Alaska Railroad, 
the Alaska Road Commission, and the 
Indian Arts and Crafts Board ; director 
of the Advisory Board on National 
Parks, Historic Sites, Buildings, and 
Monuments, and the Bonneville Power 
Administration; and member of the 
Puerto Rico Reconstruction Adminis- 
tration, the United States Board on’ 
Geographical Names, the National 
Archives Council, and a director of the 
Smithsonian Institution, as well as a 
writer of books and magazine articles, 
deliverer of speeches scolding business- 
men in government, and poultry-raiser 
extraordinary. 

This, aside from other ‘activities, 
would be a pretty wide list of diversi- 
fied interests and chairmanships, even 
for an old-time business tycoon, a di- 
versity looked upon with disapproval 
and even with reproach in some re- 
form quarters. But that is another 
story. 


ET us pass over the series of 
1933 accidents which led to 
the surprise appointment of Mr. Ickes 
as Secretary of Interior. It was orig- 
inally intended as a stop gap. But Mr. 
Ickes grew into a habit. Today he is 
an institution. We must not forget 
that the office of the Secretary of the 
Interior itself includes control over the 
General Land Office, Office of Indian 
Affairs, Geological Survey, Bureau of 
Reclamation, National Park Service, 
Bureau of Mines, the Fish and Wild- 
Life Service, the Grazing Service, and 
the Division of Territories and Insular 
Possessions—quite a good-sized job 
in itself. 
The supposedly meek little lamb who 
crept into the Union Station in 1933, 
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blinking through his thick-lensed glas- 
ses, has turned out to be anything but 
meek and self-effacing. He has in- 
stead become the Lion of the Potomac, 
whose roars cause even the brain trust- 
ers to tremble in their cliff dwellings up 
and down Pennsylvania and Constitu- 
tion avenues. 

Harold Ickes’ success story seems to 
indicate that the traditional Horatio 
Alger approach is still valid; only the 
location has changed. It isn’t New 
York city any longer where the poor 
but honest boy (or middle-aged man) 
should start rising—it’s Washington, 
D.C. Mr. Ickes’ success has been ob- 
tained, in part at least, by savagely at- 
tacking certain private business prac- 
tices and then successfully appropriat- 
ing them to his own use in conducting 
public business. It takes a clever man 
to do that. 


ROBABLY the real secret of Mr. 

Ickes’ success, however, is his enor- 
mous capacity for work and his willing- 
ness—even eagerness—for more and 
moré duties and responsibilities. 

The average man approaching the 
biblical threescore and ten (Ickes is 
now sixty-nine) would be hoping for 
some relief, some chance to take it 
easy, perhaps for retirement; but not 
Mr. Ickes. 


q 
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He would evidently not pro- 
test no matter how much more were 
added to his already burdensome re- 
sponsibilities. 

It is a matter of common knowledge 
along the Potomac, for example, that 
Mr. Ickes could be prevailed upon to 
take the Rural Electrification Admin- 
istration under his wing. The REA, 
headed by one of America’s long-time 
liberals, Harry Slattery, is now operat- 
ing as a bureau under the Department 
of Agriculture, and seems to be getting 
along as well there as it would any- 
where, considering that only humans 
are available to operate it. Some say 
that in spite of his many other respon- 
sibilities Mr. Ickes is not only willing, 
but even anxious, to take over the 
somewhat extensive REA enterprise; 
and he may do so. 

Mr. Slattery used to be Under 
Secretary of the Interior to Mr. Ickes. 
It is no secret that Mr. Slattery does 
not want to be under Mr. Ickes again. 
As a matter of fact, Mr. Slattery does 
not want to be under the Department 
of Agriculture. If he had his way, the 
REA would remain a separate agency, 
as it was before September 1, 1939, 
when the agency was transferred to 
the Department of Agriculture. But 
that does not mean that Mr. Slattery 
will have his way. 


“PROBABLY the real secret of Mr. Ickes’ success .. . is his 
enormous capacity for work and his willingness—even 
eagerness—for more and more duties and responsibilties. 


The average man approaching the biblical threescore and ten 
(Ickes ts now sixty-nine) would be hoping for some relief, 
some chance to take it easy, perhaps for retirement ; but not 
Mr. Ickes. He would evidently not protest no matter how 
much more were added to his already burdensome responsi- 


bilities.” 
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r the industrious Mr. Ickes should 
be put in control of the REA, he 
might be able to put a sudden end to 
the gradually diminishing curve of 
REA employees. REA, under Harry 
Slattery, is one of the few Federal 
bureaus that has rapidly cut down on 
its hired help. As against 1,400 em- 
ployed by REA in 1939-40, it has to- 
day some 650-odd employees, all but a 
few of whom are in St. Louis. The 
reason for this down curve in REA 
employment, of course, is the fact that 
war-time curtailments put a sharp 
crimp in much of its construction ac- 
tivity and it has to struggle along, do- 
ing more or less routine administration 
and blueprint work for the duration of 
the war. 

There has been some controversy in- 
side REA lately and no little unfavor- 
able publicity about the agency. It is 
entirely possible that, as soon as the 
Senate Agriculture subcommittee’s 
current investigation of REA is over, 
Mr. Slattery will be. given his walking 
papers to some other government 
agency and his carefully nurtured 
REA organization turned over to the 
hard-working Mr. Ickes. 

While it has not been publicized 
widely, it is said on good authority 
that Mr. Ickes would not balk even if, 
in addition to the REA, plus all of 
his other offices, the Tennessee Valley 
Authority were thrust upon him, 
although it is difficult to imagine 
any minute of the day, aside from when 
he is having his coffee in the morning, 
in which he is not already burdened 
with affairs of state, involving even 
such minor details as the names of 
towns under consideration by his 
Board on Geographical Nanies with its 
150-odd employees. 
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ie ces the matter of electric power 
alone. Mr. Ickes must be a very 
busy man. Through the Bureau of 
Reclamation in his department, he has 
control of 30 plants in 11 western 
states, with a current capacity of more 
than 1,950,000 kilowatts, which will 
be increased to 2,000,000 by next Janu- 
ary Ist and to nearly 2,500,000 by 
October, 1944. 

Through the power division of the 
Department of the Interior, Mr. Ickes 
has control of Grand River dam, Deni- 
son dam, and Norfolk dam in Okla- 
homa, Texas, and Arkansas, respec- 
tively. Through the Office of Indian 
Affairs and the Grazing Service, he 
has the latest data on every dam site 
in the whole West, for literally tens of 
thousands of acres either are owned or 
“protected” for others by the Federal 
government throughout the West and 
Southwest. 

Hardly an hour goes by that a new 
news release quoting Mr. Ickes about 
something does not come from the 
typewriters of his multitude of “in- 
formation” men, and hardly a day 
passes that one of these releases does 
not have something to say about elec- 
tric power. He has placed the three 
power projects in Oklahoma, Texas, 
and Arkansas under what is known as 
the Southwest Power Agency, which 
is still in the nebulous stage, but will 
likely emerge as a new kind of TVA 
regional setup. Although this will give 
some semblance of “home rule” to 
these projects, it is not likely that it 
will relieve Mr. Ickes of all respon- 
sibility in respect to them. 


F control of the REA is forced upon 
Mr. Ickes, his duties would be con- 
siderably expanded. He would have 
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Cut Down on Hired Help 


& ‘R= ... 45 one of the few Federal bureaus that has rapidly cut down 

on its hired help. As against 1,400 employed by REA in 1939-40, 
it has today some 650-odd employees, all but a few of whom are in St. 
Louis. The reason for this down curve in REA employment .. . ts the 
fact that war-time curtailments put a sharp crimp in much of its con- 
struction activity and it has to struggle along, doing more or less rou- 
tine administration and blue-print work for the duration of the war.” 





substantial control, through financial 
arrangement, of some 400,000 miles 
of energized electric lines, with some 
$364,324,196 advanced to some 815 
rural electric codperatives that have 
around 1,012,000 members. It would 
add an additional 650 employees to his 
already extensive employment roll. 

It is believed that the National Rural 
Electric Codperative Association, 
headed by Clyde T. Ellis, would 
like to have Mr. Ickes take over, not- 
withstanding the latter’s already bur- 
densome program of activities. 

If, in addition to REA, control of 
TVA were shoved upon Mr. Ickes, he 
would have added to his official cares a 
system of dams stretching from the 
foothills of the Blue Ridge mountains 
to the yellow clay rises of northern 
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Mississippi. He also would have ac- 
cess to some hundreds of local co- 
Operatives already functioning in that 
section with some 40,000-odd addi- 
tional employees. 

In short, if Mr. Ickes has to carry 
all of these additional burdens, he will 
be responsible for approximately one- 
fifth of the total power capacity of the 
nation and a public domain extending 
from Georgia on the east to the state of 
Washington on the west, including 
parts of virtually every one of the 48 
states of the nation. Yet everyone who 
knows Mr. Ickes intimately believes he 
would not shrink from such an enor- 
mous task. 


N” only has Mr. Ickes had many 
new offices and» responsibilities 
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handed to him, but the thoroughness 
with which he has always performed 
his duties is well illustrated by the ex- 
pansion in the activities of his’ offices 
as shown by the growing number of 
employees in the various departments 
under his charge. 

For example, when Mr. Ickes went 
into the Department of the Interior as 
technical head of the Indian Bureau, 
that agency. had less than 5,000 em- 
ployees. Today it has more than 8,- 
000, not owing, it is said,.to any in- 
crease in the number of Indians, but 
solely to the more thorough and exten- 
sive work of the bureau: In ten years, 
during which Mr. Ickes has been the 
Great White Father, Uncle Sam has 
spent over $700,000,000 on the poor 
red men. This as against $175,000,000 
in the preceding ten years, or an in- 
crease of 300 per cent. By liberalizing 
classifications, it may be possible to 
show an increase in the Indian popula- 
tion of the United States, but conserva- 
tive critics estimate. we are probably 
spending more money to support less 
Indians than at any time in our na- 
tional history. 


Also, when the Board on Geo- 


graphical Names was transferred to 
Mr. Ickes’ department, the BOGN had 
struggled along for years with only 
three employees. Since last January, 
it has added some 130 employees and 
will get up to 300 before the year is 
out, according to reliable reports. Mr. 
Ickes evidently believes in doing a job 
thoroughly. If the REA and TVA are 
turned over to him, he might likewise 
find ways of extending their operation, 
which would call for a substantial pay- 
roll increase and thus go a long way 
toward solving the postwar employ- 
ment problem. 
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HE BOGN also struggled along 

for years on some $5,000 per 
year. Today it spends at the rate of 
$300,000 a year. The Bureau of 
Reclamation in the Department of the 
Interior has grown from some 4,000 to 
6,910 persons in the same length of 
time, from 1933 to 1943. The Geo- 
logical Survey has grown from approx- 
imately 2,000 to 4,380 from 1933 to 
1943. The Bituminous Coal Division 
was operating with some 1,337 em- 
ployees at the time of its demise, al- 
though Congressmen estimated when 
it was established some years before 
that work could be found for no more 
than several hundred employees. 

There are all together more than 
42,500 employees of the Department 
of Interior and its subsidiaries as of to- 
day. This would seem to indicate that 
its boss is very much on the qui vive 
when it comes to taking on hired help 
and making the functions of his de- 
partment a more and more vital and 
necessary part of the wheels of govern- 
ment machinery. 

For example, Mr. Ickes, it seems, is 
very much alive to the fact that map 
making is an essential war-time activ- 
ity, for today there are three different 
divisions of the Interior Department 
making maps, in addition to twelve 
government agencies outside of In- 
terior Department engaged in map 
making. One of the unique additions to 
the Interior Department, although only 
a minor item in terms of expense, is 
employment of an “expert on social 
functions” at $3,200 a year, whose du- 
ties among other things include “mak- 
ing an absolute check on acceptances 
and regrets to dinners and luncheons.” 
This goes to show that despite frenzied 
activity, our Secretary of the Interior 
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tralized public power management tf the SEC rules as to 


q “OnE need not speculate as to what would happen to cen- 


privately owned utilities were enforced against undertakings 
managed in Washington. The fact is the SEC has no such 
authority. So the test of efficiency of centralized management 
on a larger scale than ever attained, or attainable, in private 


industry ts possible.” 


ve 


finds time to be sure that the finer and 
mote gracious points of protocol are 
not overlooked by his department. 


ig the management of federally 
owned and_ controlled power 
projects should be centralized at 
Washington and lodged, as some per- 
sons desire, in the hands of Mr. Ickes, 
he would, of course, become the most 
powerful business executive in the his- 
tory of the country. Such power in the 
hands of private individuals — ac- 
tuated by the profit motive — would 
generally be regarded with disfavor. 
It is doubtful if any private utility 
executive, even in the absence of regu- 
lation, ever could have acquired such 
tremendous power; and certainly he 
could not do so at present under the 
Holding Company Act. The SEC 
would see to that. 

Prior to the enactment of the Hold- 
ing Company Act many eminent po- 
litical leaders who were against ab- 
sentee management of privately owned 
utilities used to ask in substance: 
“How can these cigar-smoking, fat, 
rich men in New York operate a utility 
in Alabama, Georgia, and Mississippi?” 

This was considered a knockdown, 
unanswerable question. Anyway, the 
outlawing of absentee management 
was undoubtedly one of the reasons 
for the SEC. So the SEC has been 
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busy for several years limiting holding 
companies to “integrated” systems. It 
has been a process of decentralization 
on the theory that utility holdings 
scattered over different sections of the 
country constitute too large and varied 
a group of operating companies to be 
efficiently managed by a top holding 
company. 


© possible benefit might result 
from centralizing all of this 
power in Mr. Ickes’ hands. The ques- 
tion whether the statutory SEC policy 
of decentralizing utility management— 
a debatable question—is sound or not 
could be tested on a grand scale. It 
might turn out that the decentraliza- 
tion idea is wrong after all. Fortu- 
nately this test is not possible because 
the jurisdiction of the SEC extends 
only over privately owned utilities. 

One need not speculate as to what 
would happen to centralized public 
power management if the SEC rules 
as to privately owned utilities were en- 
forced against undertakings managed 
in Washington. The fact is the SEC 
has no such authority. So the test of 
efficiency of centralized management 
on a larger scale than ever attained, or 
attainable, in private industry is pos- 
sible. 

It would not be a conclusive test, of 
course, because it must-be remembered 
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that private management is influ- 
enced largely by the profit motive, 
while public management is actuated 
only by the public good. If the man- 
agement were in the hands of Mr. 
Ickes, it would also not be a real test 
because Mr. Ickes would not be a fair 
business yardstick. Few men are as re- 
sourceful in the face of difficulties. 
Take a single example: When Con- 
eress expressly refused to give him 
money to build Shasta-Oroville line in 
California, it would for most men have 
been the end of the matter. Not sd with 
Mr. Ickes. He went ahead in spite of 


congressional action and built the 


Shasta-Oroville line with money taken 
out of “unexpended balances.”’ 


M® Ickes has not become an insti- 
tution accidentally. Few men 


have the boldness and energy to do 
what he does and can do. Therefore, 
what he might do as supermanager of 
the biggest holding company in the 
world would not be a long-run test of 
efficiency of centralized management on 
a grand scale even of publicly owned 
enterprises. 

What would happen on the fall 
of the reins from Mr. Ickes’ capable 
hands no one can say with any 
confidence. 

But this is merely speculation be- 
yond the scope of this article, the pur- 
pose of which was merely to point out 
clearly the significance of the rise of 
Mr. Ickes, the little man with the big 
hands. 

It is safe to say that utility men will, 
for some time, keep their eyes on 
Washington—and on Mr. Ickes. 
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Danger of Becoming Totalitarian 


bi |, perms we like it or not, we'll play a leading part in 
postwar world development. But we can’t do so if we 
become weakened and flabby at home. I’m suspicious of people 
who have great plans for postwar development abroad while 
neglecting plans at home. It’s like the social worker who is out 
helping others while neglecting her own home. We should tell 
the whole world that we'll not preside at the liquidation of the 
American way of life. 

“Let me be brutally frank: There is some danger of America 
becoming totalitarian. Of course, it would come under a form 
different than we understand it now. Unless that danger is 
averted, the peace of the world is endangered. Too much power 
should never be placed in the hands of government, and espe- 
cially in our own government. America must be kept economi- 
cally free.” 

—Enric A. JOHNSTON, 
President, United States Chamber of Commerce. 
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Puerto Rican Idyll 


Strange record of seizure by the government and 
retention to date of theisland’s privately owned utilities 


By T. N. SANDIFER 


OMPLETING his second year 
C as governor of Puerto Rico, 
Rexford G. Tugwell, one of 
the early New Deal boys, has every 
reason to believe he can remain in office 
until a successor is elected in 1944. 
(Islanders will choose their executive 
by vote for the first time in that year. ) 
An administration spokesman, as 
quoted by The New York Times, has 
recently characterized the former pro- 
fessor as a successful war governor. 
He was credited with making notable 
progress against poverty in the island, 
and increasing governmental effi- 
ciency. 

One of the most spectacular per- 
formances he has turned in, all sides 
agree, has been in the seizure and re- 
tention of the island’s privately owned 
utilities. In this record he has also 
demonstrated a certain familiarity 
with some little games of American 
boyhood that are associated with this 
country’s scene. 

One such game consists of throw- 
ing a ball, preferably belonging to a 
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third boy, between two other boys, 
with the owner in the middle trying 
to retrieve it. A more disagreeable 
version of the game consists of hold- 
ing the ball behind the back and stout- 
ly denying that it is in the holder's 
possession. His administration has 
carried the latter idea somewhat fur- 
ther along by continuing to hold the 
ball, so to speak, while various wit- 
nesses are dancing around pointing to 
it, and still denying its possession. 

The two utilities in question are the 
Puerto Rico Light & Power Com- 
pany and the Mayaguez Light, Power 
& Ice Company. The seizure of 
these companies by the Puerto Rican 
administration of Mr. Tugwell, and 
their retention to date, constitute a 
strange and disquieting record, even 
in today’s fantastic era. 

This record is the more disturbing 
in the light of Professor Tugwell’s 
public statement that the Puerto Rican 
program, in general, “holds implica- 
tions for the South,” meaning that 
section of the United-States which to- 
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day is the main political backstop of 
an administration, some of whose ele- 
ments regard it primarily as a sort of 
social work maneuver area, or field 
laboratory, rather than an integral part 
of the continental U.S. However, the 
plan of strawberries and cream for 
everybody, including those allergic to 
same, has not been accepted unani- 
mously in Puerto Rico, and its fate 
when carried to the southern states 
remains to be seen. 


(}* June 29, 1942, it is claimed, 
without previous advice or warn- 

ing of any kind, the Federal Works 
Agency appeared in U.S. District Court 
for Puerto Rico, and obtained an order 
from the court for immediate posses- 
sion of these two privately owned 
dectric utility systems in Puerto Rico. 

There was some equally fast work 
among supporting Federal agencies. A 
bulletin was issued by FWA in Wash- 
ington, quoting General Philip Flem- 
ing, then head of the agency, that the 
unification of utility systems on the 
island made possible by the action will 
help “to save fuel oil and to relieve 
difficulties of oil transport.” On the 
very next day following the seizure, 
Governor Tugwell, making a radio 
address “To the People of Puerto 
Rico,” was quoted as saying “These 
properties are now yours.” 

This radio performance irrelevantly 
recalls a reported happening in the ad- 
joining island republic of Haiti, some 
years earlier. Americans on the island 
had arranged a public Christmas tree 
for Haitian children, going to con- 
siderable trouble to provide for the 
occasion. Just as proceedings were 
about to get under way, a local politico, 
in striped pants and cutaway, pushed 
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into the gathering and began throwing 
the presents indiscriminately at the 
assembled children and their parents, 
with the broad intimation that the gifts 
were through his personal gracious- 
ness. 

One of the more serious aspects of 
the Puerto Rican event is to be found 
in the explanations, from both sides, of 
the seizure. There is room to suspect 
something like a build-up for the pro- 
cedure on the part of the Puerto Rican 
administration of Mr. Tugwell, abet- 
ted from Washington. 


N late April, 1942, Governor Tug- 
well issued a proclamation requir- 

ing “that street lighting be substan- 
tially reduced, and that after 10:30 Pp. 
M. it be completely eliminated wher- 
ever power is produced by oil.” 

All power-producing plants on the 
island are interconnected, so that any 
power wasted at the time by one sys- 
tem was equally lost, whether produced 
by oil or hydro plants. 

On May Ist, shortly after the above 
order, came the WPB limitation order 
at Washington directing, among other 
matters, that utilities interchange elec- 
tric power to achieve maximum co- 
Ordination and use of existing facili- 
ties. 

The two Puerto Rican utility com- 
panies learned only after some diffi- 
culty and a month’s delay, and then 
unofficially, that this order was not to 
apply to Puerto Rico. Nevertheless, 
in the meanwhile, the companies had 
addressed a letter to the executive di- 
rector of the Puerto Rican Water Re- 
sources Authority, an administrative 
agency, asking him, as a move to con- 
serve oil to the fullest extent, to sell 
the company power, as provided for in 
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the terms of an interchange contract 
then in force. 

In reply, this official wrote that “we 
are not in a position to produce sur- 
plus power and, therefore, cannot fur- 
nish you any such class of power.” 

The companies thus turned down 
were able subsequently to point to this 
attitude to show that the PR Water 
Resources Board was “clearly and 
definitely” unwilling to codperate, or 
enter into any such plan of integration 
of power systems as contemplated by 
the WPB limitation order (L-94). 


| abe the seizure on June 
29th, Governor Tugwell, on Sep- 
tember 5th, issued another proclama- 
tion, fully restoring public lighting all 
over the island, despite that consider- 
able fuel oil was ‘still being used for 
power generation, and obviously some 
such power was coming from fuel-oil 
burning plants. Apparently it made 
some difference that the oil was now 
being burned by his order, so to speak. 

It gave him the opportunity, at any 
rate, to announce that, in this short 
period under government’s hold, “the 
hydroelectric system of the Puerto 
Rican Water Resources Authority has 
reached in its operation such a degree 
of efficiency in the saving of fuel oil 


that we no longer need deprive our- 
selves of street lighting during any 
part of the night.” 

A stranger might be excused for 
assuming, on the other hand, that the 
government-owned facilities were thus 
now able for the first time to perform 
the required services for the island, 
with the bolstering of their resources 
from sequestrated private property in 
going efficient condition. 

In view of the fact that German sub- 
marines were at the height of their 
fury in that period, so that sugar, 
coffee, and other rationing was being 
inaugurated in the United States be- 
cause the commodities could not be 
shipped safely through the Caribbean, 
a further question might be raised as 
to whether it was either safe or pub- 
licly desirable to light up Puerto Rico 
“any part of the night.” San Juan, on 
the Atlantic or upper coast, and Ponce, 
on the south, thus illuminated, could 
create a respectable sky glow in spite 
of the mountains behind. Ships in the 
Mona passage, between Puerto Rico 
and Santo Domingo, necessarily pass 
close to shore, and thus certainly were 
in peril while doing so. 


HATEVER magic Mr. Tugwell 
worked, the companies were able 


e 


warning of any kind, the Federal Works Agency appeared in 


q “On June 29, 1942, it is claimed, without previous advice or 


U.S. District Court for Puerto Rico, and obtained an order 
from the court for immediate possession of ... two privately 
owned electric utility systems in Puerto Rico. ...A bulletin 
was issued by FWA in Washington, quoting General Philip 
Fleming, then head of the agency, that the unification of 
utility systems on the island made possible by the action will 
help ‘to save fuel oil and to relieve difficulties of oil trans- 


port.” 
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to claim later that “it is absolutely 
absurd to assert that less fuel was used 
because of an increase in efficiency of 
operations of PRWRA.” 

“Such decrease in fuel-generated 
power and increase in hydro power as 
has occurred has been due to two 
causes—first, the fact that the wet 
season began in July and based on past 
experience will continue through De- 
cember, and, second, the PRWRA 
has brought into service a hydro- 
electric plant,” company spokesmen 
pointed out later. 

“The fact remains that the same 
saving in fuel oil could, have been 
achieved just as effectively by integrat- 
ing the operation of the island’s sys- 
tems, through the interconnections al- 
ready existing, in the manner outlined 
and ordered in L-94 of the WPB. 


“It is clearly perfidy of the worst 


sort,’ this company statement con- 
tinued, “on the part of Messrs. Ickes 
and Tugwell to ignore completely this 
solution and to impose upon the Fed- 


eral Works Administrator [a re- 
spected and competent professional 
Army engineer officer—Author] and 
the President of the United States in 
order to achieve their purpose of elim- 
inating the free enterprise system and 
all private ownership from the island 
of Puerto Rico.” 

However, what these two officials 
gave as their reason for taking over 
the properties was war necessity. The 
plea in court for authority to possess 
the companies was that “the Federal 
Works Administrator had determined 
that immediate and continued posses- 
sion” had become “necessary for war 
purposes.” Furthermore, a brief chro- 
nology shows that they were in a tear- 
ing hurry. ; 
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HE President addressed an ex- 
ecutive order, dated June 27th, 
1942, authorizing the proceeding ; 

June 29th, the Federal Works 
Agency went into U.S. District Court 
for Puerto Rico and obtained a court 
order for immediate possession of the 
two companies ; 

July lst, or thereabouts, the au- 
thorities had possession of the works. 

What slowed the action thereafter 
was a slight legal flaw — among the 
powers cited for the legality of the 
seizure was the Lanham Act (55 Stat 
361, as amended) and a quick riposte 
by company’s representatives, July 
10th, in the U.S. Circuit Court of Ap- 
peals for the First Circuit, resulting in 
a court finding that the FWA was not 
authorized by the Lanham Act to con- 
demn the property, and that vacated 
the original court order permitting 
seizure. 

It should be noted that the court of 
appeals for Puerto Rico sits in Boston. 

But the forces of government had 
considerable resource at their com- 
mand, and a finding by the court did 
not stop them. The President of the 
United States, in a letter to the Fed- 
eral Works Administrator (General 
Philip Fleming) said: 

“Tt has come to my attention that in 
the opinion of the United States Cir- 
cuit Court of Appeals for the First 
Circuit, my knowledge of the facts, my 
finding of the existence of a shortage 
of electric generating and public trans- 
portation facilities on the island, my 
approval of the particular project de- 
termined upon by you for the relief of 
these shortages, and for the relief of 
the shortages of electric transmission, 
distribution, and related facilities, 
and my approval of the acquisition of 
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Grant of Statehood 


was) ape voted elements on the island [Puerto Rico] are pressing for 

either independence or statehood on a par with the continental 

units of the United States. Strong opposition is found here to a grant of 

statehood. A sudden crystallization of the situation might easily lead to 

a decision in favor of giving the island independence, or a decidedly 
autonomous status. 





the properties of the Puerto Rico Rail- 
way, Light & Power Company, and 
Mayaguez Light, Power & Ice Com- 
pany do not appear sufficiently in my 
letter of June 8, 1942. 

“To dispel any uncertainty, I now 
advise you that on June 8, 1942 
[the President was writing now under 
date of December 11, 1942—Au- 
thor] I found and I do now find” the 
shortages of public works and equip- 
ment for public works and facilities 
necessary . . . for carrying on com- 
munity life on the expanded scale inci- 
dent to the national defense program. 


HE President then authorized, 
under the broadened powers of 
the Second War Powers Act, the 
acquisition by the government of the 
facilities and properties concerned. 
Since then has occurred the by-play 
with the ball, so to speak. From July, 
1942, on, the PRWRA, to which 
the properties were turned over by 
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FWA, has remained in control. Fol- 
lowing the action of the Boston court 
in rejecting the Lanham Act as au- 
thority for the seizure, on the ground 
that this act “authorizes only the con- 
demnation of improved or unimproved 
lands or interests in lands,” the ag- 
grieved companies sought restitution 
of the properties and an accounting of 
moneys and other settlement. 


To this plea the boys with the ball 
answered in substance, ‘What proper- 
ties? What money—we haven't got 
your property.” Their reply was, in 
legal phraseology, a denial of the alle- 
gation that they “took possession of 
the two public utility enterprises and 
businesses,” or that the FWA “took 
possession of the customer contracts 
and accounts and all other property 
owned and employed by this defendant 
in its said electric utility business,” 
and, furthermore, they denied taking 
the defendants’ electric street railway 
business. The denial likewise disputed 
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the companies’ allegation that the boys 
took the companies’ funds, or were 
holding same unlawfully. As an after- 
thought they did admit that “in and 
by the attempted condemnation” they 
“did take only the properties described 
in the amended petition for condemna- 
tion.” The moneys, they claimed, 


were held by agreement with the com- 
pany officials. 


HE companies could only stand 
and argue that “the court says you 
took them.” 

“It is a matter of public knowledge 
here in Puerto Rico that petitioner did 
in fact take over the entite going con- 
cern of the defendant in Puerto Rico,” 
the companies’ representatives pointed 
out to the court (district court for 
Puerto Rico), “consisting of the gen- 
eration, distribution, transmission, and 
selling of electric light and power in 
35 municipalities of the island, as well 
as of the street railway passenger serv- 
ice in the city of San Juan, and that 
the management and operation of said 
enterprises was entrusted to the 
Puerto Rican Water Resources Au- 
thority, which since July 20, 1942, 
to the present date, without interrup- 
tion, managed and carried on the 
identical businesses previously carried 
on and conducted by the defendant with 
the properties taken.” 

They quoted the circuit court of 
appeals’ finding that “from the fore- 
going it seems clear that all the prop- 
erties of appellant, real and personal, 
have been taken over as a going con- 
cg OE SS 

Summing up the legal aspects of the 
case, counsel for the companies point 
out : 

“We have a proceeding for con- 
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demnation of certain properties, which 
comprise a going concern, filed by the 
Federal Works Administrator, pur- 
porting to act on behalf of the United 
States, and in which a judgment was 
entered passing title and possession 
under a statute which on appeal is held 
not to authorize the condemnation pro- 
ceedings. 

“We have here a reversal of that 
judgment, and a mandate which di- 
rects affirmative relief for this de- 
fendant, to wit, restoration of posses- 
sion and such other proceedings as are 
not inconsistent with the opinion of 
the circuit court of appeals.” 

Later they added: “The opinion of 
the circuit court of appeals, which is a 
part of the mandate, says ‘appellant will 
have to be restored forthwith to full 
possession of all its properties.’ ” 


HE companies are still in the cold, 

however. The new proceeding, 
filed under the Second War Powers 
Act, is still pending in the courts. 
Under the circumstances, such a case 
can be entered in court at San Juan, 
argued through all its phases there, 
and finally, on appeal, taken to Boston. 
It can again be argued through all its 
motions in the colder air of Massa- 
chusetts, then returned to Puerto Rico 
for warming over—all on a schedule 
where the parties holding the ball, so 
to speak, throw only at the last mo- 
ment, meaning that they can take their 
time and file in one court or another 
on the last legal day for such action. 
The result is an almost interminable 
routine. 

The companies are out of their 
properties because the initial court ac- 
tion put them out. The appeals court 
orders the alleged interlopers out in 
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turn. They bring in a third party, the 
United States; under a new statute. 
Meanwhile the alleged interlopers hold 
on to the properties seized under the 
first law, even while waiting to find 
if the second legal ground will uphold 
them. 

The Boston court, U.S. Circuit Court 
of Appeals for the First Circuit, in its 
opinion on the appeal of the com- 
panies from the Puerto Rican District 
Court decision, said: 

“We have difficulty in stating any 
coherent theory of the government’s 
case. The President’s finding is that 
there is an acute shortage of electrical 
transmission and distribution facilities 
and other properties and facilities inci- 
dental thereto. 

“There is no finding of a shortage 
of electric generating facilities ; yet the 
generating plants are taken over. 
There is no finding of a shortage of 
transportation facilities ; yet appellant’s 
tramway system is taken over. 

“It is not clear just how a condem- 
nation of the power plants and of the 
tramway system is supposed to relieve 
a shortage of electrical transmission 
and distribution facilities. It was sug- 
gested by counsel for the government 
at the argument before us, that, while 
the island of Puerto Rico as a whole 
may not need additional electrical dis- 
tribution facilities, the Puerto Rico 
Water Resources Authority, which 
now furnishes electric power to about 
one-half of the island, has insufficient 
distribution facilities to serve the whole 
island ; that this is the shortage of pub- 
lic works which the President found 
to exist...” 


submitted to the court at San 
820 


Q UOTING an wunsworn statement 
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Juan in support of the necessity for the 
seizure, which purported to show the 
need of conserving fuel oil as a prime 
factor, and quoting that court to the 
effect that it would take judicial notice 
of such necessity, the Boston court 
commented further : 

“But the President has not found 
that there is a shortage of electricity 
due to insufficient capacity of the hy- 
droelectric generating plants on the 
island. 

“From the record it appears that 
appellant’s system is interconnected 
with that of the Puerto Rico Water 
Resources Authority, and thus is ina 
position to obtain additional power 
from that source if a shortage of fuel 
oil should necessitate a curtailment of 
output from appellant’s steam-gen- 
erating plant. Furthermore, the above- 
quoted statement submitted to the dis- 
trict court, with every indulgence in 
its favor, hardly explains the con- 
demnation of appellant’s three hydro- 
electric power plants and its tramway 
system...” 

After dwelling extensively on the 
intent of recent laws dealing with pub- 
lic versus private power, and the scope 
of the statutes under which seizure was 
attempted, the court further stated in 
reference to § 202 (b) of Lanham 
Act: 

“Significantly, § 202 (b) includes 
authority to ‘lease public works’ but 
not to condemn existing public works. 
Also this subsection gives authority to 
procure necessary materials, supplies, 
articles, equipment, and machinery, ‘by 
contract or otherwise; but this cannot 
be read as authorizing the condemna- 
tion of such items of personal prop- 
erty...’ 

“We think it altogether unlikely 
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that Congress intended the power of 
condemnation given in § 202 (a), ap- 
plicable generally throughout the 


United States and its territories, to 
have a peculiar, enlarged meaning as 
applied to Puerto Rico, and perhaps 
to Louisiana, where civil law concepts 
prevail...” 


HE companies’ position is made 
doubly precarious by the fluid 
political relationship between Puerto 
Rico, aS a quasi possession or de- 
pendency of the United States, and 
this country. Important elements on 


the island are pressing for either in- 
dependence or statehood on a par with 
the continental units of the United 
States. Strong opposition is found 
here to a grant of statehood. A sud- 
den crystallization of the situation 
might easily lead to a decision in favor 
of giving the island independence, or 
a decidedly autonomous status. It is 
conceivable that the companies might 
be trapped by some such sudden devel- 
opment, with their properties still 
“frozen” in an uncertain status. Un- 
foreseeable new complications could 
then follow. 





Tax-paying Power Mortgaged 


& aly our system of government the states constitute the 

habitat and provide the only machinery through which 
our democracy can function in the discharge of general gov- 
ernment duties. The people created the Federal organization to 
be their agent, not their master. They created it to do for them 
a few things which these states could not so well do themselves, 
reserving to themselves and their people general governmental 
duties and powers. 

“We have gone further and largely dissolved the states by 
attaching their subdivisions directly to the Federal Treasury 
through loans and grants. We have brought the individual citi- 
zens and the businesses in these states subject to Federal con- 
trol by the creation of financial dependence upon the Federal 
Treasury. Money which we thought we were getting for nothing 
we realize now was got by mortgaging the tax-paying power 
of unborn generations while at the same time that tax-paying 
power was also mortgaged to get money to pay the salary and 
expenses of the vast army of administrators, directors, and 
bosses. 

“Let us not deceive ourselves. We are now in the initial 
stages of what will prove to be another of the great battles be- 
tween concentrated power and democratic government. In this 
struggle the states must regain control over their sources of reve- 
nue which the Federal government has tapped and is using to 
subjugate the states and their subdivisions by loans and grants 
from the Federal Treasury. They must reassert and reéstablish 
their sovereignty as responsible agents of general government. 
They must do this not only in order to preserve democratic con- 
trol in the matters of general government, but in order that the 
governmental business of the Federal organization may be freed 
of the business which.belongs to the states.” 

—Hatton W. SuUMNERS, 
U. S. Representative from Texas. 
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The Country Line 


It is, says the author, a public utility 
like no other in the world. 


By ANDREW BARNES 


NTOUCHED by authorities on 
Americana, and still untram- 


meled by ever burgeoning 
Federal rules and regulations govern- 
ing public utilities, is one unique phase 
of telephonic operations that is as typ- 
ically American as fried potatoes or 
corn on the cob. 

Corn-field bards like James Whit- 
comb Riley, all the assembled wits of 
the cities and backwoods, even the 
most discerning playwrights, have 
completely ignored the old country 
telephone line. By doing so, they have 
passed up a treasure of laughs and 
tears. 

The country telephone line is an 
institution that is unmatched by radio; 
it competes in its own way quite suc- 
cessfully with small-town and metro- 
politan newspapers that filter into the 
farm homes, and it is still going 
strong. It is as different from urban 
telephonic communications as day 
from night, and far more interesting 
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than any service that one is able to 
purchase through metropolitan ex- 
changes. 

Country telephone exchanges are 
built on the Model T plan; usually a 
small, frugal PBX board, such as many 
office buildings maintain, located cen- 
trally in a small village, and marked 
by a big hand-painted sign, “Tele- 
phone Office.” 

From these boards radiate the coun- 
try lines. Service costs from $5 to 
$10 per year, and is worth many times 
that amount—in laughs alone. The 
lines are strung along the countryside 
on rude poles—sometimes poles hacked 
from the local woods lots—and the job 
of keeping them functioning is often 
entrusted to the local mechanic and 
Jack-of-all-trades.. The lines are fre- 
quently as rustic as the service. We 
refer, of course, to the real backwoods 
or so-called “‘fence-post’’ lines ; not the 
snappy, independent telephone com- 
pany systems which are rapidly bring- 
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ing such modern and citified service 
standards to much of the hinterlands. 


HE real “fence-post” or “barb- 
wire” systems are maintained 
most often on the “mutual” plan. The 
subscriber buys his own telephone, and 
most often it is a hand-me-down, 
warmed-over box of wires and gadgets 
that hangs 3 feet long on the living 
room wall, and looks as if Farmer 
John had stuck a mouthpiece and re- 
ceiver in the wall cupboard. Many of 
these telephonic apparatuses have seen 
service for thirty years, gradually 
acquiring a completely new set of wir- 
ing and trimmings by continued patch- 
ings and rebuildings. 
The central board operator is never 
known as the operator, but every- 
where is “central.” She is never 


known by any other name. This job 


usually goes to a local spinster, or 
widow, perhaps because they seem to 
be able to stand better the tedium of 
handling the endless routine of “calls.” 

Now the glory and the strength of 
the “country line” is in its method of 
operation. When “central” rings a 
party on the line, every subscriber 
can hear the ring; most of them do, 
and only the sluggards fail to take 
down the receiver and “‘listen in.” Wise 
housewives put their sewing machines 
and patching baskets directly beneath 
the box on the wall, the easier to reach 
for the receiver without adding to the 
day’s steps in the house. 

This does not mean that the women 
alone are the most industrious listen- 
ets. Far from it. Two bachelors of 
my acquaintance keep their favorite 
napping couch directly beneath the 
telephone, and with hardly flexing a 
muscle can “tap” any call that comes 
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over their line. They are quite un- 
abashed about it; after all, they argue 
quite logically, when their ring, “two 
shorts,” jingles on the line, “you can * 
hear the receivers clicking for five 
minutes. We never try to talk until 
we're sure everyone is listening in.” 


N” long ago, on a Missouri coun- 
try line, a housewife of my ac- 
quaintance was tapping the conversa- 
tion of a neighbor. She was in a bad 
predicament. The “news” was just 
such that she had to stay and hear it. 
But, on the kitchen stove, the gravy 
was boiling down to a cinder. 

“Charley,” she whispered hoarsely 
to her husband, “stir that gravy.” 

“Dang it,” growled another neigh- 
bor who was likewise listening, “get 
you a longer receiver cord and you can 
stir it yourself!” 

Progressive farmers expect a résumé 
of the morning’s news when the mid- 
day meal is served. His wife’s conver- 
sation usually runs along this line: 

“Lem, I heard on the line this morn- 
ing that Bert’s have shipped cattle. 
They didn’t quite top the market, just 
missed it 25 cents.” (Lem picks up the 
yesterday’s county seat paper and looks 
at the market quotations; knows just 
what Bert got for his cattle. ) 

“Kyles are going to ship hogs. I 
heard them calling the truck. They 
were.down to Skidmore last night, and 
got stuck with the car on the way home. 
They say the roads are terrible every- 
where now. 

“The Barnes’s have a new baby. I 
heard that this morning. Weighed 
seven pounds. There was a car wrecked 
up on the county highway too last night, 
but nobody seems to know who was in 
it. Apparently nobody was hurt.” 
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The Country Line 


gl Bow country telephone line ts an institution that is unmatched by 

radio, it competes in its own way quite successfully with small- 

town and metropolitan newspapers that filter into the farm homes, and it 

is still going strong. It is as different from urban telephonic communica- 

tions as day from night, and far more interesting than any service that 
one ts able to purchase through metropolitan exchanges.” 





“Ross’ heard from their boy who is 
over in Italy now. He wrote that he 
was just fine. I heard Mrs. Ross telling 
it this morning.” 


HIs résumé of the news will be re- 

peated at the evening meal (“‘sup- 
per” on the farm), and then, his chores 
done, Lem will take over the job of 
“listening in.” Most country line sub- 
scribers would be utterly mystified at 
learning that Congress has indulged it- 
self in a 4-year row over the proposal 
to let the Federal Bureau of Investi- 
gation tap telephone lines, and the fact 
that the Supreme Court has been 
forced to rule on the legality of this 
procedure would simply be proof of all 
those stories that Washington is wast- 
ing its time on trivialities! 

The “announcement” call is a wide 
open invitation for everyone to listen 
in. This call is a series of ten or a dozen 
short rings; then “central” will deliver 
the announcement of a scheduled ath- 
letic event, a funeral service, school 
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meeting, or other such local gathering. 

The importance of “listening in” is 
simply impossible to exaggerate. A wo- 
man of my acquaintance has been al- 
most totally blind for twenty years, yet 
hardly a scrap of local gossip has es- 
caped her attention in that time. She 
literally “knows everything.” During 
all that time, she has maintained a close 
friendship with the “central,” who 
traditionally is supposed not to indulge 
in eavesdropping, yet always does. 
Whatever central knew, this lady 
knew, and usually that was more than 
anyone else in the village. Central, with 
both ears glued to the earphones, 
passed along the news to the blind wo- 
man, and this woman in turn passed it 
along to her friends—over the country 
lines. Soon everybody knew it. In this 
way, the “news” got around. 


HIs transmission of news supplies 
a want that radio and newspapers, 
engaged in chronicling the big noises in 
Congress, labor, politics, have not 
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touched. No radio station would dare 
to broadcast, or newspaper to print, the 
intimate, gossipy news that passes over 
the country line. Besides, they are too 
busy with bigger events, and so the 
local telephone systems must carry the 
burden of transmitting the purely local 
news. 

The country line serves as an inti- 
mate little broadcasting system for tens 
of thousands of farm homes. 

Sometimes “listening in’’ has its lit- 
tle, rural tragedies. 

Not long ago, in a spirit of mischief, 
a farmer’s wife called another and 
facetiously remarked that another 
neighbor’s barn seemed to be burning. 
The third neighbor’s wife was listening 
in. That day she had waxed the floors, 
and when she dropped the receiver and 
ran to call her husband, she slipped and 
fell, slid under the icebox and broke 
her ankle. 

On still another occasion, in the same 
community, one farm woman saw a 
bright, fiery meteor-in the midnight 
sky. Hurriedly, she called a friend on 
the country line, gasped, “Run out 
quick, there’s a great big balloon burn- 
ing out in the sky!” 

The village doctor next day did a 
thriving business with unguents and 
patches on skinned ankles and bruised 
feet. One farmer, rushing out to see 
the burning balloon, had fallen over 
the mowing machine, his wife fell over 
the gasoline barrel; another had run 
smack-dab into a wire fence; and still 
another had not waited to unlock the 
yard gate before going through it. 


HESE incidents may seem ex- 
treme, but they are the realities of 

life on the country line. 
A soldier telephoned his mother just 
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before leaving Washington, D. C., for 
overseas duty. His parents lived on a 
country line, and it was necessary for 
central to repeat to mother and son 
every word each said to the other. 
Neither could hear the other’s voice. 
But the boy’s sweetheart, his uncle, and 
a dozen neighbors heard his every 
word, spent the greater part of the day 
telephoning his mother to tell how glad 
they were “to hear from Raymond.” 
From them, the mother obtained a com- 
plete and accurate report on the boy’s 
conversation. 

If a neighbor is ill, or injured, or 
unduly prosperous, it is a matter of 
conversation, and soon common 
knowledge all along “the line.” Winter 
is the season for the best listening in. 
During the long evenings, or when 
snow and cold have stopped work dur- 
ing the day-light hours, the telephone is 
at once a source of information and en- 
tertainment. One farmer friend kept 
his telephone within reach of the table, 
so that he could take down the receiver 
and listen during his meals. Whether 
it improved his digestion is a matter of 
conjecture. 

The best of all seasons for listening, 
however, is immediately after a high 
windstorm. Then the lines, strung 
along the rustic poles, are hopelessly 
tangled for days, sometimes for weeks. 
The “cross talk” is tremendous; a 
farmer can take down his receiver and 
listen in on a veritable Babel. Six or 
seven conversations will be going at 
once, on as many lines. Conversations 
often last as long as an hour, and it is 
an unwritten rule on the line that when 
neighbors are “just visiting,” any 
third party may demand the line to con- 
duct business. Those who had the line 
first likewise have a perfect right to 
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hang on and hear their neighbor’s busi- 
ness affairs. 


& is these lines, in a rustic, town- 
meeting atmosphere, pass the 
comedies and the tragedies, the tri- 
umphs and defeats of rural life. There 
is no privacy, and none is needed or ex- 
pected. 

Sometimes the mingled roaring, fry- 
ing, and cross talk on the country line 


iff telephoned a farmer to read him a 
subpoena commanding his appearance 
in a lawsuit. Several times the sheriff 
read over the subpoena, and each time 
the farmer yelled, “I can’t hear you.” 

“Let me talk to your wife,” the sher- 
iff shouted. 

“She can’t hear a darn bit better than 
I can,” the old farmer bellowed. The 
sheriff gave up. 

The country line is, indeed, a public 


serves a good purpose. The local sher- utility, like no other in the world. 





Europe Has Most Subway Systems 


pga vad to popular belief, the Unied States is behind Europe in the 
A number of cities with subways. While we have four subway-served 
cittes, Europe has at least eight, says the National Geographic Society. 
In the rest of the world there are five. Latest addition to foreign systems 
is the new 4-mile section opened in Moscow. comn 


The world’s first subway opened in London in 1863, long before con- the L 
struction began in America. Glasgow followed in 1886. Boston was the with 
first American city to take to the subway idea, beginning operations in refor 
1895. Budapest, Paris, and Berlin antedated New York, which opened tts grant 
first underground transportation artery in 1904. in re: 


Chicago, Boston, New York, Philadelphia are the only American cities Gare 
to provide electrified passenger service through tubes, tunnels, or cov- comn 
ered excavations. Newark, Rochester, and Los Angeles have under- had 
ground lines, but they are merely surface tracks dipping below street 
levels for a few blocks. Chicago, just opening a subway, has had for 
years a freight subway under the Loop. This system, serving stores, 
hotels, and office buildings from subsurface lines, has 3,000 small cars 
operating on a special-gauge track. 


I 
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Washington, D. C., probably has the world’s smallest subway. Oper- 
ating between the Senate end of the United States Capitol building and 
the Senate Office building, a monorail system provides free transporta- 
tion for Senators and sight-seers. 


Not counting this line, Washington remains one of the few big world 
capitals lacking a subway. London, Budapest, Paris, Berlin, Madrid, 
Tokyo, Buenos Aires, Santiago, and Moscow have “undergrounds.” Even 
Athens and Oslo have services comparable to some American semi- 
subways. Oslo is the smallest city with a subway. As for other capitals, 
Rome and Prague began work on subways before the war. 


National interests and distinctions are evident in the world’s subways. 
The Japanese love of newsreels is expressed in the newsreel theaters 
built in Tokyo’s subway stations. Paris subways have first- and second- 
class passage. The station walls in Buenos Aires are covered with murals 
picturing Latin America. 


Each station of Moscow’s subway system is done in a different archi- 
tectural style and with different kinds of stone. Blending utility with 
beauty, these underground stops are reached from street level by photo- 
electrically controlled escalators. 


New York’s subways comprise the world’s largest system. The sys- 
tem’s tracks, laid in a single line, would reach to Charleston, South 
Carolina. 
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Communication 


A. M. Craven, a member of the 

Federal Communications Com- 
mission, on November 24th told the 
select 5-man House of Representatives 
committee investigating the FCC under 
the Lea bill that the agency was pervaded 
with “the doctrine of instituting social 
reforms through seizing powers not 
granted it.” He expressed that opinion 
ih response to questions from Eugene L. 


Garey, counsel for the special House 
committee. Mr. Garey asked whether he 
had observed any “earmarks” in the 
agency’s policies of the “Communistic 
technique known as cessation of gradual- 


” 


ism. 
“That’s a matter of opinion,” Mr. 
Craven replied, but added that the com- 
mission had “taken upon itself leg- 
islative acts and adopted policies not 
granted it by Congress.” 

Mr. Craven has frequently differed 
with a majority of the commission. 
“Such an attitude,” Mr. Craven con- 
tinued, “constitutes in a sense a trend 
toward cessation of gradualism which I 
interpret as a method by which you im- 
pose social reforms of your own choos- 
ing without consulting the chosen repre- 
sentatives of the people.” 

He expressed the belief that the FCC 
had gone beyond its powers, as defined 
by the congressional act creating it, but 
said, nevertheless, that its present policies 
apparently had the sanction of the Su- 
preme Court. A court majority, he ob- 
served, upheld FCC rulings involving 
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broadcasting chains which, Craven said, 
permit the commission, in effect, to regu- 
late the composition of radio programs. 

This decision, he said, “strikes at the 
very core of free radio in a free demo- 
cratic country like ours.” 

But the real freedom of radio, he as- 
serted, is the freedom from fear of gov- 
ernment reprisal “in the form of license 
controls.” Describing the commission’s 
present policies as “narrow, restrictive, 
and discouraging,” Mr. Craven said that 
what is needed are “reasonable regula- 
tions by reasonable men.” 


OMMISSIONER Craven on November 

30th endorsed proposed legislation 

to limit FCC authority to regulate the 

radio industry, asserting the measure 

would guarantee broadcasters “freedom 

from fear of government reprisals or 
pressures.” 

Disagreeing sharply with FCC Chair- 
man James L. Fly, Craven described the 
Wheeler-White bill now before the Sen- 
ate Interstate Commerce Committee as 
“generally sound” and said it “should be 
enacted into law in some form.” He tes- 
tified that Congress had a choice between 
an agency limited in its power to regulate 
private enterprise within the scope of 
defined safeguards, or an agency operat- 
ing without limitations. 

“The second course, in my opinion, is 
bureaucracy in its extreme form,” he de- 
clared, ‘and constitutes a trend toward 
a change in the form of our government.” 
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At the same time Craven declared 
against basing long-term legislation upon 
what may appear to be an acceptable so- 
lution to today’s radio problems lest it 
“impede the trend of technological 
progress.” 

He also opposed enactment of legisla- 
tion that would prohibit newspapers from 
obtaining radio stations in the future, a 
matter Fly told the committee recently 
the commission had under consideration. 
Such legislation, Craven declared, “is 
more likely to retard the application of 
new radio developments to the service of 
the public than to correct potential 
abuses,” and added that there was no evi- 
dence that newspaper-owned stations 
“have been operated as such contrary to 
the public interest.” 

Charges that a high-ranking Naval 
officer has been “practically cashiered” 
because of his opposition to Chairman 
Fly may be publicly investigated by the 
special House committee, it was disclosed 
on December Ist. Chairman Lea, Demo- 
crat of California, said evidence in the 
case would be reviewed in executive ses- 
sion. The committee would then deter- 
mine whether to hold public hearings. 

Commissioner Craven gave _ this 

testimony on November 30th. He told 
the committee that “FCC reprisals 
against armed forces members are a 
well-known fact.” He said an officer had 
been “practically cashiered and placed on 
the retired list’’ because he objected to 
Fly’s “domination” of governmental 
radio activities, including the Army and 
Navy. 
Committee Counsel Garey testified he 
had discussed the officer’s case with 
Navy Secretary Knox, and that Knox 
had said that “reprisals had been visited 
on this man.” 


We the officer was not officially 


identified, congressional sources 
interpreted Craven’s disclosures as the 
explanation for the sudden retirement of 
Rear Admiral Stanford Hooper, for 
more than twenty-five years a top Navy 
radio executive and until January of this 
year its representative on the inter- 
department radio advisory committee. 
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It was Hooper who soon after oitt- 
break of war demanded a voice for the 
armed services in communications ad- 
ministration, and led the interdepart- 
mental committee’s losing fight to place 
itself on equal terms with the FCC. In 
May, 1942, records showed, Hooper 
placed the situation before Knox, charg- 
ing the FCC had failed to submit em- 
ployees’ records for loyalty check-ups, 
had given undue publicity to defense 
matters, and had refused to permit wire 
tapping “which might have prevented the 
disaster” at Pearl Harbor. 

Hooper also asserted that Fly, “inex- 
perienced in the field of communica- 
tions,” had failed to act on Navy recom- 
mendations that “certain committee 
members were believed to be disloyal to 
the U. S.” Hooper said he believed suc- 
cessful prosecution of the war was being 
“jeopardized thereby.” 

The committee on December Ist was 
told that in two years of war 850 em- 
ployees of the FCC Radio Intelligence 
Division, operating 101 radio monitors 
and 137 mobile units in a search for 
enemy spy transmitters, tracked down: 
(1) some boys in Omaha, Nebraska, 
using a school radiator as a sending an 
tenna; (2) several race track touts 
broadcasting track results; (3) a secret 
station operated by the Federal Burea 
of Investigation; (4) two bona fide 
enemy spy transmitters. 

These results were brought out in 
testimony by Commissioner Craven. Th¢ 
spy stations were in New York and Sa 
Francisco. At that point FCC engineers 
in the audience suggested that this phasé 
of the subject should not be pursued fur 
ther, and it was dropped. 

Asked whether the monitoring activi 
ties of the FCC had been reduced as 4 
result of the committee’s investigation 
during the last several months, Craver 


units to 124. A saving of $50,000 i 
rentals was made but the number of em 
ployees was not decreased, he said. 
Charges by Committee Counsel Gare 
that the FCC had defied Congress b 
continuing to employ Dr. Goodwin 5 
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Watson and William E. Dodd, Jr., sev- 
eed from the government payroll by 
congressional action, drew from Craven 
the statement that he and other com- 
missioners had agreed to permit Watson 
and Dodd to work one week without pay 
to give them ground for a test case 
wainst the government. The two were 
held by Congress to be unfit for govern- 
ment service because of activities in 
radical organizations. 

Charles R. Denny, Jr., FCC counsel, 
questioned by Garey, said he was aware 
of a statute forbidding government em- 
ployment of any person without pay, but 
that he did not consider it applicable in 
the Watson-Dodd case. Denny said Wat- 
son still is technically on the payroll so 
he can collect pay for forty days of ac- 
cumulated leave. The ouster order took 
effect November 15th. 


EANWHILE, the Senate Interstate 
Commerce Committee, which is 
considering revision of the 1934 Com- 
munications Act under the Wheeler- 
White bill, on November 29th heard testi- 
mony of Judge Eugene O. Sykes, former 
thairman of the FCC. He recommended 
rotation in the office of chairman of all 
members of the FCC. With this provi- 
sion, the witness told the committee, he 
approved the organization of the FCC as 
outlined in the bill, which provides for 
the separation of the 7-member commis- 
sion into divisions of three members 
ach, to deal with public communica- 
tions (broadcasting), and private com- 
munications (telegraph and telephone). 
The whole commission would have 
jurisdiction over the assignment of fre- 
quencies to the various radio services 
among other duties. 

Earl L. Glade, mayor-elect of Salt 
lake City, and manager of radio station 
KSL, commended the code of the Na- 
tonal Association of Broadcasters, and 
he increasing observance of its provi- 
sons by broadcasters. He agreed with 
Senator Wheeler that compliance was not 
tnanimous, and that perhaps not more 
han half the members of the association 
bserved “‘in letter and spirit” the code’s 
yatandards of good taste in advertising. 
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But he insisted that despite “too much 
bad taste advertising” on radio stations, 
their record still was better than maga- 
zines and theaters and was improving 
steadily. 

Senator Wheeler asked if he thought 
the FCC “should have something to 
say” about such advertising, but Mr. 
Glade said he believed the end could “be 
achieved in the American way” by the 
industry without compulsion. 

The committee on December Ist called 
on the Federal Communications Commis- 
sion for the recommendations on which 
it acted in denying all applications for 
circuits filed with it since December, 
1942, by Press Wireless, Inc. According 
to Joseph Pierson, its president and gen- 
eral manager, this has had the effect of 
excluding Press Wireless from the war 
zone and impeding the free flow of news 
to and from areas of vital interest to the 
American people. 

Explanation of the commission’s re- 
jection of all these applications in favor 
of Mackay and the Radio Corporation 
of America was demanded by Senator 
Burton K. Wheeler, chairman of the 
committee. 

Whitney N. Seymour, counsel for the 
newspaper-radio committee of publish- 
ers interested in radio, testifying before 
the committee, said the FCC would 
“strike directly at the freedom of the 
press” if it divorced all radio stations 
from newspaper ownership. Mr. Sey- 
mour advocated legislation making it un- 
lawful for the FCC to discriminate 
against any type of business in passing 
on applications for broadcasting licenses. 
He contended that any FCC order di- 
vorcing radio from newspaper owner- 
ship “would be a dangerous experiment 
upon and invasion of rights guaranteed 
by the first amendment to the Federal 
Constitution.” 


* * * * 


Lo ges Telephone Company of Pennsyl- 
vania and Keystone Telephone 
Company of Philadelphia on November 
24th filed jointly with the Pennsylvania 
Public Utility Commission an applica- 
tion seeking the commission’s approval 
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of the purchase by Bell of Keystone’s 
physical property. 

Upon unification of the services Bell 
proposes to apply thereto its existing 
tariffs and rates. 

The proposed purchase price is $13,- 
431,454. Bell would assume the bonds 
of Keystone, of which $10,910,000 are 
outstanding, and would pay the balance 
os ~ Employees would be retained by 

ell. 

The Federal Communications Com- 
mission has already approved the pro- 


posal. 
Pe ee ae 


HE Federal Communications Com- 
mission said recently that if West- 
ern Union Telegraph Company is en- 
joined from recognizing the rights of 
telegraph employees absorbed in the 
merger with Postal Telegraph it will 
hamper telegraph service. In a memo- 
randum filed in the United States District 
Court, the FCC asked the court to deny 
an injunction sought by the Commercial 
Telegraphers Union (AFL), in behalf 
of 30,000 old Western Union employees. 
The union charges Western Union has 
violated CTU contracts by recognizing 
labor agreements taken over from Postal 
in areas where the CTU was sole bar- 
gaining agent. The merger has resulted 
in a jurisdictional fight between the CTU 
and a Congress of Industrial Organiza- 
tions union representing 20,000 telegraph 
employees. 


* * * * 


@ gers employees at the Fosston, 
Minnesota, exchange of the Gar- 
den Valley Telephone Company will re- 
ceive $6,796 in unpaid minimum wages, 
overtime compensation, and double dam- 
ages as the result of a judgment signed 
by U. S. District Judge Charles J. Vogel 
of Fargo in an employees’ suit brought 
under the Fair Labor Standards Act. 
Judge Vogel ordered the codperative 
to pay $622.70 to Agnes E. Strand, chief 
switchboard operator ; $5,580.08 to Lena 
M. Bakken, night operator ; and $593.69 
to John P. Hanson, maintenance man, in 
addition to $750 in attorneys’ fees. 
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The employee suit followed a previ- 
ously signed consent decree which pro- 
hibited the Garden Valley concern from 
further violations of the Federal wage 
and hour law and provided for the pay- 
ment of $4,638.08 in back wages to six- 
teen employees. 

The three employees, however, elected 
to bring suit for full restitution and dou- 
ble damages and won a verdict in which 
Judge Vogel held that a telephone ex- 
change is not a “retail or service estab- 
lishment” subject to exemptions and that 
it was operating in commerce within the 
meaning of the act, regardless of the 
number of interstate calls. 


* * * * 


HE Federal Communications Com- 

mission on November 23rd adopt- 
ed a prohibition against ownership by 
one firm or person of two or more stand- 
ard broadcast stations serving the same 
area. Exceptions will be made only “upon 
a showing that the public interest, con- 
venience, and necessity will be served 
through such multiple ownership situ- 
ation,” the announcement said. The order 
was effective immediately with respect 
to all applications for construction per- 
mits, or for assignment of licenses or 
transfers of control. 

For existing stations, the regulation 
will go into effect at midnight May 31, 
1944. The commission, however, may 
postpone the deadline in any case where 
this is necessary to permit the orderly 
sale of properties. 

The commission did not estimate how 
many stations might be affected. 


* * * * 


| gece modulation is the some- 
thing which is going to be added to 
the postwar radio set which many man- 
ufacturers are counting on to be a big 
factor in supplying the stimulus which 
will lift the industry to new volume 
peaks, a survey of The Journal of Com- 
merce showed recently. 

The industry is now 100 per cent oc- 
cupied in turning out for the war effort 
the same products it formerly built for 
civilian use. 
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and 
Comment 


By OWEN ELY 


A Year-end Review of 
Progress at Philadelphia 


Te program of enforcing § 11 re- 
sembles the slow piecing together 
of a jigsaw puzzle. Now and then an 
SEC “findings and opinion” or order fits 
another piece into its proper section of 
the big picture. The commission, handi- 
capped by man-power shortage, is doubt- 
less doing its best to expedite matters but 
progress often seems tantalizingly slow. 
Court appeals, or threat of such appeals, 
are frequently a handicap. Thus the 
United Light & Power dissolution, pend- 


ing for several years, was first held up 
by SEC doubt as to the best procedure, 
later by a minority dissent, and finally 
by the belated court appeal of a small pre- 


ferred stockholder. In refreshing con- 
trast was the speed with which United 
Gas Improvement has disposed of the 
great bulk of its holdings, with SEC co- 
operation. 

_ Recent progress and current proceed- 
ings along other fronts may be summar- 
ized as follows: 

Public Service of New Jersey is con- 
fronted with a major readjustment due to 
the joint demand of the FPC and the 
New Jersey commission for a write-off 
approximating $105,000,000 in the plant 
account of Public Service Electric & 
Gas. Chairman McCarter has indicated 
the decision to test the legality of these 
orders in the highest courts. However, 
the SEC apparently has power to restrict 
dividend payments by the subsidiary and 
such restriction would affect the earnings 
and dividend payments of Public Service 
of New Jersey and of United Corpora- 
tion. 


831 


| Lor oneagwes for this reason the sub- 
sidiary has agreed to segregate about 
$50,000,000 out of common stock equity 
to provide for any write-offs it may even- 
tually have to absorb. (The figure was 
twice increased, according to press re- 
ports, from an original $26,205,000.) 
The company has, in addition, earned 
surplus of $14,880,893 and total reserves 
for depreciation of nearly $90,000,000, 
compared with stated plant value of 
$524,000,000. An SEC hearing was held 
November 18th, and adjourned subject 
to call of the trial examiner. There have 
been rumors that Public Service of New 
Jersey might merge with its subsidiary, 
thus facilitating retirement of its non- 
callable high-dividend preferred stocks, 
but there has been no confirmation of 
such a plan. It seems unlikely that the 
perpetual 6 per cent bonds could be re- 
tired. 

Niagara Hudson has also had its trou- 
bles with write-offs, which were instru- 
mental in stopping payment of preferred 
dividends about a year ago, but was ap- 
parently reconciled to considering or 
compromising a total amount aggregat- 
ing $34,000,000. However, as described 
in this department (previous issue) the 
company is now suddenly confronted 
with a demand that depreciation reserves 
be increased some $65,000,000. The two 
figures aggregate nearly $100,000,000, as 
compared with net utility plant of some 
$459,000,000. This could doubtless be 
absorbed in the pro forma balance sheet 
of the merged system company, which 
shows the par value of common stock 
approximating $97,000,000 and surplus 
at $68,000,000, but the proposed $20 par 
value for the common stock would have 
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to be reduced. The company states that 
it will not accept any order from the 
state commission for such a “fantastic” 
increase in the reserve (which now 
amounts to about $64,000,000). The SEC 
has not yet disclosed its position in the 


dispute, having deferred its hearings un-. 


til January 18th, apparently in the hope 
that the state commission will have taken 
some action on the merger-recapitaliza- 
tion plan (and the depreciation issue) in 
the meantime. However, such expecta- 
tion appears rather optimistic in view of 
the difficulties involved. 


HE Electric Bond and Share prob- 

lem has many facets. The SEC held 
a hearing November 29th on the pro- 
posal of American & Foreign Power to 
substitute for the $35,000,000 past due 
6 per cent note to Electric Bond and 
Share, some $30,000,000 3 per cent serial 
notes, the last instalment maturing in 
five years. Electric Bond and Share 
would use the initial proceeds of $5,000,- 
000, together with a similar amount from 
the sale of miscellaneous system bonds 
held in its portfolio, to make further re- 
tirement of its preferred stocks by open 
market purchases. 

American Power & Light has pro- 
posed a recapitalization plan whereby the 
preferred stock would receive 90 per cent 
of the new common, and the old common 
10 per cent. A hearing was to be held De- 
cember 14th. The parent company’s hold- 
ings of cash and salable system bonds 
(other than Florida Power & Light) 
would appear sufficient to permit retire- 
ment of all its own bonds, for which a 
partial repurchase program is already in 
operation. 

With the bonds eventually out of 
the way and capital reduced to one- 
class, distribution of holdings would be in 
order, with no public sales required. It is 
probable, however, that questions of 
write-offs, bond refundings, etc., would 
be worked out before such distribution, 
together with the troublesome Florida 
Power & Light subordination problem. 

A new plan for Florida has just been 
presented to the Securities and Exchange 
Commission. 
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National Power & Light filed a pro- 
gram with the SEC October 4th for 
“cleaning up” Birmingham Electric to 
facilitate distribution of the company’s 
shares to its own stockholders. Similar 
programs would doubtless have to be 
worked out for the Carolina and Penn- 
sylvania subsidiaries in the future, and, 
owing to the numerous points involved, 
progress may be rather slow. 


| esters Power & Licut has been 
“in the headlines” recently along 
with Electric Bond and Share and United 
Gas, but nothing tangible has yet emerged 
from the conferences of company off- 
cials with SEC members and staff. If 
press reports can receive any credence, 
the originally proposed $75,000,000 
United Gas bond issue will be increased 
to $100,000,000. (This: would permit 
substantial savings in both interest and 
taxes. ) 

The debt to Electric Bond and Share 
which approximates $53,000,000 would, 
according to these reports, be scaled 
down to $42,000,000-$44,000,000, pre- 
sumably to adjust for “excessive” in- 
come received by Electric Bond over a 
period of years. The balance might be 
used to retire the first preferred stock, or 
some of it might be given to Electric 
Power & Light to compensate that com- 
pany for lack of income from its sub- 
stantial investment in United Gas. (It 
holds that company’s second preferred 
stock, with large arrears, and 48} per 
cent of the common.) Presumably Elec- 
tric Bond and Share’s holdings of com- 
mon stock (9.63 per cent) would be can- 
celed. Just what would remain for public 
holders of United Gas common is ques- 
tionable. 

Electric Power & Light in the mean- 
time has disposed of its holdings of 
Idaho Power (offered September Ist). If 
a special payment of some $10,000,000- 
$15,000,000 cash is obtained in the 
United Gas settlement, this might suf- 
fice, with Idaho proceeds and cash on 
hand, to retire the company’s remaining 
debenture 5s. (The company is already 
devoting a fund of over $10,000,000 to 
this purpose.) If no cash is received from 
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United Gas, Electric Power may have to 
dispose of its interest in some other sub- 
sidiary. 

No plan has yet been forthcoming to 
reduce the four stock issues to one class, 
since this is presumably tied in with the 
United Gas settlement. 

Standard Gas © Electric’s plan was 
recently modified in the findings of the 
SEC Utilities Division. The position of 
bondholders is to be “sweetened” but it 
is understood that some of their repre- 
sentatives are still dissatisfied and will try 
to win larger concessions. The propor- 
tion of the new common stock assignable 
to the old preferred stocks would be 
scaled down somewhat, under the SEC 
staff proposal, in order to-_permit increas- 
ing the percentage assigned, to bondhold- 
ers from 28.04 per cent to 33.33 per cent. 
The latter stock (known as Class A) 
would have its 85 cents preferential divi- 
dend not contingent on availability of 
earnings—i. e., cumulative. Oral argu- 
ments were set for December 16th. De- 
spite the revised terms for the preferred 
stocks, they have recently made new 
highs for 1943, presumably on hopes that 
the plan is being expedited. 

Under the plan it was proposed that 
Standard should sell its holdings of 
Pacific Gas. The staff report also seems 
to indicate that sale of Oklahoma Gas & 
Electric and Louisville Gas & Electric is 
contemplated. If all three of these hold- 
ings were disposed of the plan could be 
substantially modified since it might then 
be unnecessary to resort to a bank loan 
to provide the $500 cash payment per 
bond. 


oe pens? & SOUTHERN is ex- 
pected to modify its recapitalization 
plan, increasing the amount of new com- 
mon stock assigned to the preferred from 
80 per cent to 85 per cent. (The change 
was worked out by representatives of 
stockholders’ groups.) It is possible that 
one of the smaller northern subsidiaries 
may be sold, though a distribution (along 
yp other holdings) appears more like- 
y. 
A minor change in the plan is the 
transfer of the stock of Pennsylvania 
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Power Company to Ohio Edison Com- 
pany; the latter company also plans to 
retire from cash on hand its $7.20, $7, 
and $6.60 preferred stocks. 

Engineers Public Service obtained a 
favorable court decision from the U. S. 
Court of Appeals for the District of Co- 
lumbia, which returned to the SEC for 
further consideration the latter’s order 
for Engineers to divest itself of all hold- 
ings with the exception of Virginia Elec- 
tric & Power. The court held that the 
company was entitled to a more reason- 
able length of time to decide whether it 
would keep the Virginia or Gulf States 
Utilities Company properties. 

This court decision also revived the 
question of the separation of gas and 
electric properties, which may have im- 
portant repercussions on other systems. 
The court majority found that the SEC 
may not permit a principal electric sys- 
tem to continue control of a gas system, 
unless evidence indicates that the gas di- 
vision would be stronger as a combina- 
tion than as an independent; that there 
would be no reasonable expectation of 
“compensatory strength” as an inde- 
pendent enterprise; and that the con- 
tinuing strength of the combined opera- 
tions would not entail a sacrifice by the 
controlling utility. The SEC is expected 
to appeal to the Supreme Court. 


ssOcIATED Gas & ELectric’s plan 
for recapitalization and merger of 
three top companies (AGECORP, 
AGECO, and NY PA NJ) is making 
excellent progress. The public utilities 
division of the SEC has recommended 
its approval, with certain minor modi- 
fications and reservations of jurisdiction. 
Hearings on the division’s report were to 
begin December 17th. The plan was 
amended October 11th to provide more 
specific exchange terms for the senior 
AGECORP issue, the 8s of 1940. Each 
bond will receive $1,025.60 in new 10- 
year 44 debentures of the surviving com- 
pany, junior to a $7,500,000 bank loan. 
These $7,400,000 debentures would be 
convertible into common stock on the 
basis of a sliding scale, indicating a con- 
version value around 90, and will receive 
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4 per cent interest from July 10, 1943, to 
the effective date of the plan. While 
holders of some of the junior securities 
will argue before the commission for 
more favorable terms, it seems unlikely 
that the plan will be modified in any sub- 
stantial way. 

Action by the Federal court will follow 
the SEC division. 

Cities Service Power & Light has real- 
ized some $19,000,000 from sale of 875,- 
000 shares of Public Service of Colorado 
common stock which will presumably be 
applied to further bond retirements. A 
small retirement program is currently 
under way for open market purchase of 
$1,000,000 debenture 54s. The company 
should now be able to retire over half of 
its bonded debt, eventual sale of other 
security holdings to raise the balance of 
funds required would thus seem indi- 
cated, following which a recapitalization 
to take care of preferred arrears would 
probably be in order. 

Middle West Corporation, having al- 
ready been converted to a one-stock 
basis, proposes eventually to distribute 
some of its holdings to common stock- 
holders in order to qualify geographically 
as a holding company. It is engaged in 
a series of steps to simplify subholding 
companies, etc. Some troublesome prob- 
lems of subordination remain to be set- 
tled, particularly with respect to Central 
& South West and Inland Power & 
Light. 


N= AMERICAN Company’s elab- 
orate plan appears to be marking 
time; hearings were terminated subject 


to call August 3lst. The 3-cornered 
issue among North American Com- 
pany, North American Light & Power, 
and Illinois Power (formerly Illinois 
Iowa Power) remains unsettled; the 
problems are quite complex and court 
proceedings are involved. 

Public offerings of utility common 
stocks have proved quite successful this 
year, and more of these special offerings 
appear likely over the next few months 
unless market prices receive a setback. 
Houston Lighting, under what was sup- 
posed to be competitive bidding, received 
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only one bid, but was successfully placed 
at 54 and has since advanced on the ex- 
change to 68 (now around 62). Idaho 
Power common, which was exempted 
from competitive bidding, paradoxically 
received three bids in a “negotiated sale” 
and was successfully placed despite fears 
that the offering price was a little on the 
high side. More recently, the offering 
of Public Service of Colorado common 
(a “negotiated deal” with one bidder, 
First Boston) was successfully con- 
summated despite the adverse publicity 
occasioned by the sharply dissenting 
opinion of Commissioner Healy, who 
felt that the sale was unjustified. 

Consolidated Electric & Gas, one of 
the smaller holding companies which op- 
erates under Stone & Webster manage- 
ment, has apparently modified its orig- 
inal plan presented several months ago 
to the SEC. Under that plan, the stocks 
of some of its better subsidiaries were to 
be distributed to bondholders. The com- 
pany has now decided to arrange a pub- 
lic offering of Central Illinois Gas & 
Electric stock and has asked SEC per- 
mission for a negotiated deal. An SEC 
hearing is scheduled for December 14th. 
New England Public Service is also sell- 
ing a substantial block of stock in its 
subsidiary, Central Vermont, and Ogden 
is planning to dispose of Derby Gas com- 
mon. 


F the present over-all program con- 

tinues, utility executives in many 
cases may have to decide whether to dis- 
tribute stock holdings to their own secu- 
rity holders or to sell them to the public 
and distribute the cash. Of course a 
public sale entails legal and other ex- 
penses for preparing the prospectus and 
arranging the sale, together with the 
commission allowed to the underwriting 
group. 

On the other hand, security holders 
would doubtless prefer cash in lieu of 
a stock with a doubtful and unspon- 
sored over-the-counter market. Stocks 
thus distributed, as for example Pub- 
lic Service of Indiana and Puget 
Sound Power & Light, have frequently 
required a period of time for market 
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“seasoning,” during which they sell at a 
relatively low ratio to earnings. With 
the advertising and salesmanship of a 
public offering, obtained through an un- 
derwriting group, a substantially better 
price may be obtainable, more than off- 
setting the loss in commissions and ex- 


penses. 


E Booog now seems to be a fairly defi- 
nite formula for liquidating holding 
companies. Sufficient assets must be sold 
to retire the bonds and/or the preferred 
stocks, where the latter have no arrears. 
Where there are arrears a formula must 
be worked out for division of assets, the 
common usually receiving 5 per cent to 
15 per cent. Where the setup has thus 
been simplified, holdings can be distrib- 
uted pro rata to stockholders. 

Retirement of senior securities by ex- 
change for other securities has proved 
cumbersome and slow, but may still be 
resorted to occasionally ; the cleaner cut 
method would be to sell assets and use 
the cash. 

Open market purchase programs have 
frequently proved slow, due partly to 
SEC delays and change in policies, and 
partly to reluctance of security holders to 
sell in a rising market. An interesting 
solution to the latter psychological handi- 
cap was afforded by American Power & 
Light’s announcement (after the SEC 
permitted a rise in price from 100 to 
106) that the price it would pay for the 
bonds would drop one-eighth each week ; 
= brought in a steady flow of selling 
offers, 


Ss MARIZ!NG, while more has been ac- 
complished in 1943 to enforce § 11 
than in the preceding seven years, only 
a small fraction of the job has yet been 
completed, and many troublesome ques- 
tions of subordination and division of 
assets remain to be settled. In the mean- 
time, the Supreme Court has thus far 
avoided settling the issue of constitu- 
tionality, and Congress has done nothing 
to modify the language of the act or the 
duties of the SEC—though other impor- 
tant New Deal laws have frequently 
been amended. 
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Detroit Franchise Tax 


ge city of Detroit, aided by OPA 
and the Office of Economic Stabi- 
lization, attempted some months ago to 
impose a severe rate cut on Detroit Edi- 
son, but the increase was disapproved by 
the state commission, on the ground that 
Federal excess profits taxes must be re- 
garded as a legitimate cost in computing 
fair return on investment. The city has 
now obtained the same results—for the 
benefit of its own treasury rather than 
the consumers of electricity—by impos- 
ing a 20 per cent excess tax on gross rev- 
enues of local utility companies. The 
$13,000,000 tax becomes effective De- 
cember 30th, which will enable the city 
to collect the money for the current cal- 
endar year. The utilities affected are 
Detroit Edison and Michigan Consoli- 
dated Gas, Michigan Bell Telephone 
Company being exempt by state law. 
President Marshall of Detroit Edison es- 
timated that it would reduce the com- 
pany’s net earnings by $1,900,000 a year, 
and said that the state commission would 
be asked for a rate increase amounting 
to $12,700,000 (nearly 15 per cent) in 
order to reimburse the company for es- 
timated loss of net income. 

Corporation Counsel Krause had ex- 
plained to the Detroit council that the 
measure was designed to divert Federal 
excess profits taxes back to the city to 
finance postwar work. For the city thus 
to divert funds that would otherwise go 
to the Federal Treasury seems open to 
question on grounds of fairness and 
patriotism at this time. Corporation 
stockholders are squeezed “in the mid- 
dle.” The $1,900,000 loss would reduce 
Detroit Edison share earnings 30 cents. 

If other cities should make similar ef- 
forts to mulct the Federal government, 
this might conceivably hasten the repeal 
of the Federal excess profits tax which, 
so far as the public utilities are con- 
cerned, seems an unfair method of taxa- 
tion. These companies’ earnings have 
long been regulated by the state commis- 
sions, to hold profits to a minimum “fair 
return,” thus making “excess profits” a 
misnomer. 
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INTERIM EARNINGS REPORTS 
End o; 12-month Period 3-month Period 
Paved Last Prev. Inc. % Last Prev. Inc. % 
Rlectric-gas Holding Compamies 

American Gas & Elec. Consol. ........ Sept. $2. $2.02 51 25 105 
American Power & Lt. (pfd.) Consol. Aug. 9.71 3.89 2.23 58 286 

Parent Co. Dec. Me fh a 
American Water Works Consol. ...... Sept. 

Parent Co. June 
Columbia G. & E. Consol. ............ ; 
Com. & Southern (pfd.) Consol. ...... Oct. 
Elec. Bond & Share (pid.) Parent Co. 
Elec. Pr. & Lt. (1st pfd.) Consol. .... 

Parent Co. 

Eng. Pub. Service Consol. ........... 

Parent Co. 
Federal Lt. & Trac. Consol. .......... 
L. 1. Lighting (pfd.) Parent Co. .... 
Middle West Corp. Consol. 
PORE ES, Oe OC OMNOL. ois 5 oie se caw secs 
Niagara Hudson Power Consol. ...... 
North American Co. Consol. 


Nor. States Pr. (Del. 
Ogden Corp. Parent (a) .03(a) 
Public Ser. Corp. of N. 3 80(d) 54(d) 48 
Std. Gas & Elec. (pr. pfd.) Consol. ... . 12.35 10.38 19 
Parent Co. oe SO: ae 89 
United Gas Improvement Consol. ..... : 48 23 DIZ 
Parent Co. : 46 BA eS bY 
United Lt. & Pr. (pfd.) Consol. ...... 10.41(b)6.46(b) 61 
Electric-gas Operating Companies 
Boston Edison 
Commonwealth Edison Consol. . 
Conn. Lt. & Power 
Cons. Edison N. Y. 


Cons. Gas of Balto. Consol. ........++ Sept. 
Detroit Edison Consol. .........s000. Oct. 
Houston Lighting & Power Oct. 
Idaho Power Sept. 
Indianapolis P. & L. Consol. .......... Sept. 
Pacific Gas & Elec. Consol. 
PUES TRG. oo igs eee hese heute Sept. 
Public Service of Indiana Sept. 
Public Service of Colorado Aug. 
San Diego Gas & Elec. .........0ce0008 Sept. 
Southern California Edison Sept. 
Gas Companies 
Amer. Lt. & Trac. Consol. ........05+ Sept. 
Brooklyn Union Gas Sept. 
El Paso Natural me, Consol... cis ys Sept. 
Loge Star Gas Consol, ......0.06c0c0s. Sept. 
Oklahoma Natural Gas Sept. 
Pacific Lighting Consol. ...........+. Sept. 
Peoples Gas Lt. & Coke Consol. ...... Scot 
Southern Natural Gas Consol. 
United Gas Corp. (1st pfd.) Consol. . re 
Parent Co. "ht g 


SBBEESRS 


CRWawr i 


tow 
RSARGARSSS 


t Pet Ne NUT > Net 
ROBES: 


Be ee ot 
BSSLRax F 


— 
Nn 
L2SBSR 


Washington Gas Light 
Telephone and Telegraph Companies 
American Tel. & Tel. Consol. 


2.38 : 13 
_ ‘ 6 


arent Co. June 
General Telephone Consol. ........... Sept. 


D—Deficit or decrease. (a) Six months. (b) Estimate based on report of United Light & Railways 
Company. (c) After income appropriations. (d) Nine months, 
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What Others Think 


Blue Prints for Postwar Public 
Projects 


(= plans for an inland empire 
embracing the area bounded by the 
Rocky mountains, the Mississippi river, 
Canada, and Tennessee, and based on 
Missouri river water developments for 
power and irrigation, in October were un- 
folded before the convention in Denver, 
Colorado, of the National Reclamation 
Association. 

Four speakers representing organiza- 
tions with widely divergent views on use 
of the river’s water undertook to get 
together on the billion-dollar plan which, 
it was estimated, would bring direct 
means of livelihood to 44,000 additional 
families and support a poulation increase 
of at least half a million. 

S. O. Harper, chief engineer of the 
United States Bureau of Reclamation, 
told the convention the program, five 
years in the making, envisions three ma- 
jor objectives : 


1. Irrigation and conversion of 4,- 
400,000 acres in the semiarid regions 
of Montana, North and South Dakota, 
Wyoming, and Nebraska. 

2. Flood control in the lower reaches 
of the river and consequent prevention 
of Mississippi river floods. 

3. Construction of fourteen huge 
power plants for tremendous postwar 
industrial expansion, and building of 
nearly a hundred multiple-purpose 
dams throughout the entire region. 


Regt cc in scope the Tennessee val- 
ey development, the program would cost 
7,300,000, the debt for which, Harp- 

er said, would be liquidated eventually 
by crop returns exceeding $80,000,000 
yearly. 

Colonel Miles Reber of Omaha, 

speakin, ne for Major General Eugene 
Reybold, chief of the Army Engi- 
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neers, who was absent because of mili- 
tary duties, stressed that the plan was 
merely a broad framework with the de- 
tails yet to be filled in, but called for im- 
mediate action. 

William S. Wilson, assistant to the 
president of the Mississippi Valley As- 
sociation at St. Louis, and Governor M. 
Q. Sharpe of South Dakota, spoke for 
the Missouri state’s committee and en- 
dorsed the “Pick plan” for 90 multiple- 
purpose dams on the Missouri river. The 
plan was yet to be published. 


IEWED generally, the proposal em- 

bodies elements which promise to re- 
solve all major differences over Missouri 
river development proposals, speakers 
pointed out. 

Reber disclosed the Corps of Engi- 
neers already has undertaken advance 
planning for new developments in Ore- 
gon, Washington, Missouri, Arkansas, 
and Colorado for the protection of Den- 
ver and water conservation. 

Other speakers included Douglas Scal- 
ley of Salt Lake City, president of the 
United States Sugar Beet Association, 
and George W. Malone of Reno, Ne- 
vada, managing director of the Industrial 
West Foundation. An address by Sena- 
tor Joseph C. O’Mahoney of Wyoming 
was given by transcription at the ban- 
quet held the evening of October 29th. 

O. S. Warden of Great Falls, Mon- 
tana, was reélected to his ninth term as 
president of the association by the board 
of directors, which also voted to retain 
all other incumbents, who include Ora 
Bundy, first vice president; Robert W. 
Sawyer, second vice president; J. A. 
Ford, treasurer; and Lloyd O. Hagie, 
secretary-manager. 

Michael Straus, first assistant secre- 
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tary to the Interior Department, de- 
clared “our future rests in the multiple- 
purpose dam,” and warned the reclama- 
tionists not to “be trapped” by “pressure 
groups” opposing construction of pow- 
er dams. 

Greetings from President Roosevelt 
were read by Straus, and a message from 
Secretary Ickes was read at the ban- 
quet. 

Roosevelt praised the work of the 
group and said the nation can be grate- 
ful “for the sake of our returning sol- 
diers and sailors” for the “courage and 
foresight of those who believed the great 
acreages of arid western lands could be 
reclaimed.” 


HE seventeen reclamation states 

were requested to adopt a uniform 
water act and to resist any encroach- 
ment upon state water rights. The re- 
quests were made in committee reports 
at the opening session of the conven- 
tion. 


Equal emphasis on all phases of recla- 
mation—irrigation, flood control, navi- 
gation, and power—was advocated to ob- 
tain maximum productivity and fair dis- 
tribution of benefits. In support of such 
multiple use of water, Colonel Reber 
told the convention that the present pro- 
gram of the United States Corps of En- 
gineers authorizes these various uses of 
water resources. 

Earlier speakers on the program had 
urged that use of water for food pro- 
duction be made paramount, so long as 
the demand for food remains great. 

Present multiple-purpose authoriza- 
tions, among others, include a plan of 
reservoirs and channel improvements for 
the development of the Willamette river 
basin in Oregon, a series of levees along 
the Columbia river in Washington and 
Oregon, protective works in the Mis- 
souri, Arkansas, and Red river systems, 
and reservoirs on Cherry creek in Colo- 
rado for the protection of Denver and 
water conservation, Reber said. 





Industry Makes Great Strides during War 


ECADES of time in industrial develop- 
ment have been saved through the 
exigencies of war, with the result that 
already the way is being paved for pro- 
duction of new peace-time products of 
the greatest importance and value. This 
is the view expressed in a recent month- 
ly review of “business and Finance,” is- 
sued by the Guaranty Trust Company 
of New York. 
Discussing these developments, the 
bank says: 

One of the broadest fields suggested by 
the technical progress of war time is found 
in the wide variety of devices and methods 
known collectively as electronics. Already 
this relatively new science has been put to 
practical use in a long list of war-time in- 
dustrial operations. About 750 types of elec- 
tronic tubes are already in use, and the total 
value of the American industry’s product 
this year is expected to surpass that of the 
entire automobile industry before the war. 


Next in importance, the survey points 
out, are the strides made by the chemi- 
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cal industries. “The rubber emergency 
alone has given rise to a new branch of 
industry, with long-term prospects that 
are still somewhat uncertain but poten- 
tially very important.” 

In the field of plastics and metals, the 
survey finds that “where prewar con- 
sumption of plastics was measured in 
pounds, prospective postwar use is ex- 
pressed in tons.” The war is “creating an 
aluminum industry in the United States 
of ten times, and a magnesium industry 
of a hundred times, the prewar volume, 
besides greatly increasing the production 
of a number of other metals.” 

High-octane gasoline seems destined 
to play an equally decisive rdle in the fu- 
ture of air and automotive transporta- 
tion, and hand in hand with the develop- 
ment of high-grade fuels has gone the 
invention of lighter, more powerful, and 
more efficient engines, the bank says. 

The survey of industrial developments 
continues : 
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The enormous influence of the war on the 
outlook for the further growth of air trans- 
portation seems to be beyond question. This 
influence will operate in several ways. The 
belligerent nations will have huge numbers 
of combat and transport planes that will no 
longer be needed for military uses. They 
will have built production facilities and 
trained personnel incomparably in excess of 
prewar volume. 


The survey says that some authorities 
estimate that half a million private planes 
may be in service in the United States 
alone within ten years after the war ends. 
Some go as far as to predict a tenfold 
increase during the following decade. Al- 
though these estimates may not be real- 
ized, it seems likely, the survey con- 
cludes, that the period following the war 
will bring a volume of production and 
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operation in aircraft that will dwarf 
anything witnessed in the past. 

If the world standards of living fail 
to achieve new heights during the post- 
war era, it will not be for want of tech- 
nical foundations upon which these 
standards rest, the review points out— 
rather it will be because of failure to 
solve problems raised by the war. 

Unless these obstacles are met, the 
review said, “the world will be in grave 
danger of finding itself saddled with 
bureaucratic forms of government that 
the depression and the war have brought 
upon it and that will prove incompatible 
with the free institutions under which 
science and enterprise, working hand in 
hand, have achieved the unexampled ma- 
terial progress of the last century.” 


DEC, 23, 1943 





PUBLIC UTILITIES FORTNIGHTLY 
The Future of Natural Gas 


DDRESSING the twenty-fifth annual 
meeting of the American Gas Asso- 
ciation at St. Louis last October, Burt R. 
Bay, president of the Northern Natural 
Gas Company and chairman of the asso- 
ciation’s natural gas section, estimated a 
10 per cent gain in natural gas sales for 
1943. This is the average rate of gain 
prevailing since war broke out in Eu- 
rope. 

The record shows, Mr. Bay pointed 
out, “that the natural gas industry has not 
only continueed to supply the essential 
needs of the 8,500,000 homes and busi- 
ness establishments using natural gas to- 
gether with a substantial portion of the 
gas fuel requirements of almost 2,000,- 
000 additional customers who use mixed 
gas, but that it has furnished ever-in- 
creasing quantities of natural gas for use 
in war manufacturing processes. The 
curve of this increase in the volume of 
natural gas delivered to industries has 
risen very rapidly during the past two 
years and it is not improbable that for 
the year 1943 as much as 70 per cent of 
the total volume of natural gas delivered 
to consumers, exclusive of field uses, will 
be used by industry.” 

Speaking of the sharp expansion in 
markets for natural gas, Mr. Bay drew 
attention to concern felt in certain locali- 
ties regarding gas supplies because drill- 
ing of new wells during the past two 
years has not kept pace with gas with- 
drawals. He said: 


ways. One evidence that is most noticeable, 
even in gas fields where the reserves are sub- 
stantial in nature, is the acceleration in the 
rate of drop in well pressures. Another is 
derived from the record of gas well com- 
pletions where available data show that if 
drilling continues at the present rate 
throughout the remainder of this year, the 
total of new gas wells in 1943 will not greatly 
exceed 66% per cent of the number drilled 
in 1941, 

Even if drilling were increased to the 1941 
total, there still would be little or no pro- 
vision for the excess of present market re- 
quirements over the much lesser volumes of 
gas required during such preceding year. 


M* Bay estimated annual heat en- 
ergy requirements, expressed on 
an annual basis in terms of coal equiva- 
lent, at 1,100,000,000 tons. “Of this to- 
tal,” he said, “the coal industry is expect- 
ed to produce more than one-half of this 
year’s requirement. The output of the 
oil industry will supply about 30 per 
cent of the total need, and that of the 
natural gas industry between 11 per cent 
and 12 per cent.” 

Touching on postwar possibilities, Mr. 
Bay stated that one midwestern natural 
gas pipe-line company recently sought 
the opinion of customers of some thirty 
gas utility companies, which supply about 
400,000 consumers, as to probable sales 
trends for the first five years following 
the end of the war. The data so far ob- 
tained, he said, shows for the period an 
estimated growth of 24 per cent annually 
over 1942 in gas sales for cooking and 
water heating and 12.8 per cent in heat- 


The conclusion is supported in several ing gas sales. 





The Law of Utilities in Pennsylvania 


HARLES L. Casper, of the Luzerne 
County Bar and former chief 
hearing examiner for the Pennsylvania 
Public Utility Commission, has made a 
notable contribution to the literature of 
public utility regulation in the Keystone 
state in his recently released volume en- 
titled “Pennsylvania Public Utility Law 
and Procedure.” This book seems to be 
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not only a “must” for the library of every 
Pennsylvania attorney who has, or ever 
hopes to have, any measure of regula- 
tory practice, but it is also a valuable ad- 
dition to the bibliography of American 
utility regulation in general. 

This is because Pennsylvania was one 
of the earlier states to embark on a com- 
prehensive system of public utility regu- 
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lation as we know it today. Since then its 
commission has been consistently in the 
yan of regulatory innovations, climaxed 
by the 1937 revision of the Pennsylvania 
Public Utility Act—one of the most pro- 
gressive state regulatory laws on the 
statute books. 

Mr. Casper’s book is cast in the fa- 
miliar “annotation” pattern so valuable 
to the research student, whereby the text 
of the subject development in larger type 
is liberally footnoted by references to 
cases, with occasional excerpts and digest 
material included in the references. 

The twelve chapters deal with the fol- 
lowing subject headings: (1) jurisdic- 
tion, composition, and duties of the com- 
mission; (2) nature and scope of utili- 
ties regulated; (3) certificates of con- 
venience and necessity; (4) valuation, 
including accrued depreciation ; (5) rate 
case technique and procedure; (6) serv- 
ice regulation; (7) crossings; (8) ac- 
counting; (9) contract carriers; (10) 
procedure before the commission; (11) 
appeal and review; (12) miscellaneous. 
In addition to a table of cases and a com- 
prehensive subject index, there is an ad- 
ditional feature of special value to the 
practitioner—a collection of practical 


forms, together with an index to the 
same. 


Wr it was probably appropriate, 
in view of the subject matter han- 


dled, for Mr. Casper to restrict his case 
references more or less to the state of 
Pennsylvania, the form of his citations 
contains one regrettable and quite ob- 
vious defect. His citations are confined 
to the state court and commission report- 
ing systems. It would have been a rela- 
tively easy matter to include the “PUR” 
citations, in view of the fact that the 
PUR system is much more widely circu- 
lated among the regulatory practice, 
whereas the commission reporting sys- 
tem is virtually unavailable to practition- 
ers outside of Pennsylvania and not too 
widely accessible to practitioners within 
the state itself. 

However, it is still possible, by using 
the PUR Digest table of cases to run 
down Mr. Casper’s case citations by 
name, even if it is considerable bother 
to do so. 


PENNSYLVANIA Pusiic Utimity LAw AND 
PROCEDURE WITH Forms. By Charles L. 
Casper. George T. Bisel Company, Phila- 
delphia, Pa. Price $6, 302 pp. 1943. 





West Virginians Alarmed by TVA 
Subsidized Power 


LL of the taxpayers of America, who 
A have contributed some $800,000,- 
000 to the U. S. Treasury, have made it 
possible for Tennessee to proclaim itself 
“the first public power state,” comments 
the Charleston (West Virginia) Daily 
Mail in a recent editorial, in which it 
voices vigorous opposition to Tennes- 
see’s invitation to established West Vir- 
ginia industries to move to Tennessee. 
The editorial quotes from a bulletin of 
the West Virginia Chamber of Com- 
merce: 


But this agency Ake’ has not returned, 
and under existing law will never return, one 
cent of this money to the Treasury into 
which it was originally paid by all the peo- 
ple of the U.S.A. The gross income of TVA, 
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from sales of “public power” in 1942, was 
approximately $25,000,000. After paying its 
operating charges (including only 7 per cent 
of gross income as taxes of one sort or an- 
other, while private electric power com- 
panies paid 24 per cent of their gross for 
taxes), the residue was retained by TVA in 
1942, as in previous years, for unregulated 
further capital expansion of this vast “pub- 
lic power” project. 

In other words, TVA income, derived 
wholly from investment of U. S. tax funds, 
is now expended without any sort of regula- 
tion, control or authorization from Congress 
which is the voice of the people of the 
United States. 

An effort was made in 1942 session of 
Congress to amend the act creating TVA so 
that its net income would annually be re- 
turned to the Federal Treasury, to be re- 
appropriated at the will of Congress. This 
effort was resisted violently by the Federal 
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administration. A great “bloc” of Congress- 
men and Senators whose constituencies bene- 
fit from these federally subsidized rates 
joined to oppose the amendment. 


The chamber of commerce bulletin to 
which the editorial referred asks three 
questions : 


(a) Since Boulder and other “public 
power” projects must, under the terms of the 
acts creating them, eventually reimburse the 
Federal Treasury for capital advances, why 
should TVA be permitted to operate on a 
different basis? 

(b) Why should the TVA, competing 
against billions of dollars of private capital 
invested in the electric power industry, not 
be subject to the same local, state, and Fed- 
eral tax levies which apply to their private 
competitors? 

(c) More specifically, to what extent will 
TVA and other governmentally subsidized 
“public power” projects run counter to the 
interests of West Virginia’s coal miners un- 
der postwar economic conditions? 


is pe third question, the bulletin de- 
clares and the editorial agrees, is of 
great significance in West Virginia be- 
cause during 1942 nearly 4,000,000 tons 
of bituminous coal produced in the mines 


of the state were sold to and consumed 
by six of the largest steam plants produc- 
ing electric power in the state. It was 
pointed out that coal consumption and 
electric power production will be even 
greater in 1943 as steam plants are be- 
ing constantly enlarged. 

The editorial notes that financial state- 
ments of TVA show that if it had paid a 
nominal interest rate of 2 per cent on the 
$800,000,000 of tax monies of the peo- 
ple of the nation which it uses as capital, 
and if Federal, state, and local taxes were 
paid at the same rates levied on privately 
financed electric power industries, TVA 
would necessarily charge rates for elec- 
tricity as high or higher than are charged 
by the private electric power industry. 
The editorial said it was time for West 
Virginians, including coal miners and 
representatives in Congress, “to awaken 
to the dangers inherent in the present un- 
limited TVA Act, because of the threats 
to the coal industry resulting from ex- 
pansion of governmentally subsidized 
public power projects.” 





Federal Debt As an Economic Base 


A system in which taxes 
and the Federal debt would be used 
to keep national income high after war 
spending stops is proposed by Stuart 
Chase, writer on economics, in “Where’s 
the Money Coming From?” a new re- 
port to the Twentieth Century Fund on 
postwar problems. 

Mr. Chase, in this third book of a 
series for the private research organiza- 
tion, suggested that the United States 
adopt a “compensatory economy’—one 
in which business carries the maximum 
possible load of employment and govern- 
ment stands ready to take up any slack. 

Discussing his book, which analyzes 
many of the monetary, economic, and 
social security schemes offered by Amer- 
ican and British economists, Mr. Chase 
said he believed such a “compensatory 
economy” eventually would be adopted, 
or, more likely, would evolve gradually. 
He pointed out that Americans had wit- 
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nessed in the last two years the ability of 
the country to lift employment, payrolls, 
and production to new peak levels for 
war. Americans would be hard to con- 
vince, he commented, that what can be 
done for war cannot be done for peace. 

His suggestion is based on a concept 
that the national debt of $200,000,000,000 
to $300,000,000,000 should not terrify, 
but should be considered as something 
entirely different than a debt of an indi- 
vidual. As he put it: 


If you have no money, you cannot buy that 
beautiful new car. But if you, and all your 
fellow citizens, want to buy a beautiful new 
river development project or a beautiful new 
war, there is nothing to stop you from doing 
so. What you can “afford” moves into an 
entirely new dimension. You can buy your 
war and its costly equipment right up to the 
limit of the nation’s man power, machine 
hours, and materials. ; 

Except for fears and financial traditions, 
the same formula can be followed in peace 
time. 
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Taxing of Publicly Held 
Utilities 

o change should be made in taxes ap- 
N plicable to the public utility industry un- 
der the Revenue Act of 1943, but the addi- 
tional revenue needed should be supplied by 
taxing publicly and codperatively owned elec- 
tric utilities, Charles W. Kellogg, president of 
the Edison Electric Institute, stated in Wash- 
ington on December 2nd before the Senate 
Finance Committee. 

Mr. Kellogg cited the reported statement of 
Secretary Morgenthau before the Ways and 
Means Committee on October 4th that “de- 
spite heavy increases in taxes; net corporation 
income, after taxes, has risen greatly since 
1939.” He asserted that “the condition he re- 
ports with respect to corporations in general 
is not true with respect to electric utilities.” 

“Experience with the operation of war-time 
taxes has demonstrated that the regulated 
electric utility companies have been much 
harder hit than other types of business,” Mr. 
Kellogg said. 


TVA Users Pay Less 


Ew average Tennessee Valley Authority 
residential power consumer paid 18 per 
cent less and received 53 per cent more than 
the national average on similar figures during 
the fiscal year 1943, according to a report re- 
leased on December Ist by TVA. 

At the close of the fiscal year, the 83 mu- 
nicipal and 45 codperative power distribution 
systems employing TVA electricity served a 
total of more than 523,000 consumers, the re- 
port showed. 

The average residential use for customers 
served at or below standard TVA rates during 
1943 was 53 per cent above the national aver- 
age residential use of 1,044 kilowatt hours. 
Average rate for residential service was 1.96 
cents per kilowatt hour, or 46 per cent lower 
than the national average of 3.66 cents, the 


feport said. 
Annual bill at TVA rates averaged $31.32 
as compared with the national average rate of 
1 for residential consumers. 

One hundred twenty-eight of the distribu- 
tion systems of TVA electricity sold 2,738,- 
000,000 kilowatt hours, received nearly $35,- 
00,000 in gross revenues, and earned a com- 
bined net income of more than $5,800,000, ac- 
cording to the report. 
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The combined report showed an increase 
over previous year of 64 per cent in number of 
customers, a 13 per cent growth in power sales, 
and more than 11 per cent increase in gross 
revenues over the previous fiscal year. Part of 
this increase resulted from the extension of 
TVA service to 5 municipal and 4 codperative 
associations whose operations were reported 
for the first time. 

Net income for the combined operations 
represented an increase of more than 18 per 
cent over the 1942 fiscal year. 

Knoxville, Chattanooga, Nashville, and 
Memphis, the four large municipal systems, 
accounted for $18,921,195 of the total revenues 
and their combined net income was $3,492,471. 


New Coulee Power Line 


A NEW transmission line to carry power to 
Puget Sound industries is being built 
“under rush orders,” the Spokane office of the 
Bonneville Power Administration reported 
recently, according to the Associated Press. 

Plans call for completion of the line from 
Grand Coulee to Covington within a year, the 
report said. Bonneville officials have said the 
new line is part of the main transmission sys- 
tem for supplying the Puget Sound area with 
Grand Coulee power and was under construc- 
tion to take care of the heavy load caused by 
expanded industries. 


Ex-utility Heads Win Curb 
On Suits 


RUSTEES of the Central States Electric 

Corporation won approval in United 
States District Court in Richmond, Virginia, 
on November 30th for their recommendation 
that no suits be brought against former officers 
and directors of the utility. 

Judge Robert N. Pollard confirmed a report 
of the trustees and denied a preferred stock- 
holders’ petition asking further investigation 
of the affairs of the corporation. The court ac- 
tion cleared the way for the trustees to formu- 
late and submit a plan for reorganization, at 
which time testimony would be submitted on 
the question of the solvency of the giant utili- 
ty corporation. 

The trustees’ recommendation, which was 
confirmed by the court, asked that no suits be 
brought “because (a) such suits would be bar- 
ren of results, and (b) would impose unjusti- 
fiable expense upon the trust.” 
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The trustees contended that “even assuming 
that this cause of action is a basis for recovery 
against the said officers and directors of Cen- 
tral States and Harrison Williams as the con- 
trolling influences behind these transactions, it 
is the opinion of counsel for the trustees that 
any such action has long since been barred by 
the statutes of limitation of New York and 
New Jersey, in which states such actions must 
be brought.” 


Says Group Aims at Monopoly 


LB pscens wap that a minority group sought to 
lay the foundation for “a great system of 
transportation monopoly” by allowing the rail- 
roads to acquire air lines, Representative 
Clarence F. Lea, chairman of the House Inter- 
state and Foreign Commerce Committee, re- 
cently appealed for passage of the civil avia- 
tion bill, 

The bill, together with an alternative one 
sponsored by a minority of the committee, was 
subsequently considered by the House. Since 
not only railroad participation in domestic avia- 
tion but also the issue of Federal control of 
the air, as against state rights, was involved, 
a long debate was expected. State aviation offi- 
cials have objected to the Lea bill. 

In his statement Representative Lea said 
that “a minority of the committee has pre- 
sented a proposed substitute, HR 3491, which 
contains provisions which would greatly handi- 
cap the progress of aviation.” He said it 
would permit air transportation by a sub- 
sidiary or affiliate of a surface carrier, a pro- 
vision, he declared, that embodied “a drastic 
departure from our general transportation 

icy, which for more than thirty years has 

en established as one of the great safeguards 
against evils which can arise Pont one carrier 
controlling another type of transportation.” 


Postwar Rural Electric Plan 


LANS for a 3-year postwar rural electrifi- 

cation program of “well over $500,000,000” 
were disclosed last month by William J. Neal 
of St. Louis, chief deputy administrator of 
the Rural Electrification Administration. 

Speaking at the annual banquet of Region 
Eight of the National Rural Electric Codpera- 
tive Association at Little Rock, Arkansas, Mr. 
Neal said it would result in sale of at least 
a half-billion dollars of farm and home elec- 
trical appliances. 

“We are making plans to be ready for ac- 
tion,” Mr. Neal said. “Present studies indi- 
cate that with a minimum of expense and ef- 
fort, REA, its codperative borrowers, and 
others, working together, can have available at 
a moment’s notice a postwar construction pro- 
gram of well over $500,000,000 in the first three 
years. It should be borne in mind that such a 
program will open a market for at least an 
equivalent amount of farm and home appli- 
ances.” 
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Delegates previously adopted a resolution 
calling for the expenditure of at least $40. 
000,000 in postwar construction of electric 
facilities in the four states of Region Eight, 
including Arkansas, Oklahoma, Missouri, and 
Louisiana. 

Mr. Neal and other speakers warned dele- 
gates to watch for powerful attacks from 
private power companies and other interests, 

“Forces of darkness are still at your heels,” 
Eugene Casey, special executive assistant to 
President Roosevelt, said. “Only the complete 
solidarity of your membership can assist and 
protect you now and during those years to 
come when prosperity may blind some of us 
to the real purposes of the selfish interests,” 

Clyde T. Ellis, executive manager of 
NRECA and former Arkansas representative 
in Congress, urged support of the Russell- 
Rankin bill which would reduce interest rates 
on co-op loans. The bill provides for refund- 
ing of all outstanding co-op indebtedness, 
amortization of REA loans in fifty years, and 
reduction of interest rates to 8.7 mills, com- 
pared to present rates ranging from 2.46 to 3 
per cent, 


OWU Announces Huge Savings 


beam oe made public on November 24th by 
the Office of War Utilities revealed huge 
savings of scarce materials effected by the 
maintenance, repair, and operating supplies 
provisions of the War Production Board’s 
orders in the U-1 series. 

The current rate of material consumption 
for MRO and minor construction by public 
utilities represent a curtailment to one-half 
of the 1940 use of materials for these 
purposes. 

J. A. Krug, director of OWU and program 
vice chairman of WPB, pointed out that, in 
addition to this over-all saving, only 55 per 


cent of the material to be used this year will 


be purchased from manufacturers and distrib- 
utors, the rest being made up of supplies sal- 
vaged and reused and by withdrawals from 
operators’ inventories. Furthermore, Mr. 
Krug said, no account was taken of price in- 
creases since 1940 in calculating amounts of 
material currently being obtained from sup- 
pliers. 

The savings reported have been made in 
the face of substantial increases in system out- 
put amounting, in the case of electric utilities, 
to 52 per cent above output in 1940. 

Consumption of wire, cable, and bus bar, 
representing a large proportion of the copper 
conductor used by utilities, was reduced from 

29,000,000 worth in 1940 to the current $8, 
000,000 yearly rate, a cut to 28 per cent. | 
the $8,000,000 worth of material now being 
used, only $1,000,000, or 12 per cent, is being 
obtained from wire mills, the remainder being 
7 supplied by conductor salvaged from 

ant. 


By type of utility, reductions from 1940 
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material uses for maintenance, repair, and o 
erating purposes are as follows: electric, $66. 
300,000 ; gas, $17,000,000 ; water, $21,000,000. 

Of the total, 33 per cent was salvaged from 
plant, 12 per cent was withdrawn from inven- 
tory, and 55 per cent was purchased from prime 
suppliers. 


FEPC Cases Reach Peak 


LTHOUGH 232 cases of alleged employment 
discrimination were closed during the 
month of October, 1943, the active case load 
of the President’s Committee on Fair Employ- 
ment Practice reached a peak figure of 1,713 
cases on November Ist, Malcolm Ross, chair- 
man, announced recently. 

Of the 232 cases closed in October, 62 cases, 
or 28 per cent, were adjusted satisfactorily, 
Mr. Ross reported. Thirty-one per cent of the 
cases were dismissed on merits, 25 per cent for 
insufficient evidence, 6 per cent for lack of 
jurisdiction, and 10 per cent of the cases were 
withdrawn by the complainants. 

Mr. Ross said there had/been a 30 per cent 
increase in the active case load since Septem- 
ber 1, 1943, and credited this rise to the estab- 
lishment of various regional offices of the com- 
mittee. Prior to this reorganization, all of the 
committee’s cases were processed by a small 
staff in the national FEPC office in Washing- 
ton, D C. Nine regional and two subregional 
offices are now functioning. 

The FEPC has notified 20 railroads and 7 
unions that in thirty days they must cease all 
discriminatory practices which result in unfair 
treatment of workers and job applicants be- 
cause of race, creed, color, or national origin, 
it was reported November 30th. If the roads 


and unions refuse to comply, the cases will be 
turned over to President Roosevelt for en- 
forcement of the committee’s orders. 

Chairman Ross made public the committee’s 
conclusions, based on testimony which showed 
a sharp decline in the number of Negroes em- 
ployed in all but the lowest categories during 
the last twenty years. 


Agree to Rate Cut 


S™ electric companies in Quebec Province 
agreed on November 24th to a temporary 
reduction of electric rates equivalent to one 
month’s free electricity for domestic con- 
sumers. 

The six companies had been ordered to ap- 
pear before the Quebec Public Service Board 
to discuss the board’s proposal for a reduction 
in rates during the last quarter of 1943. Simi- 
lar moves had previously been made in On- 
tario and British Columbia. 

The six companies agreeing in principle to 
the plan were Montreal Light, Heat & Power, 
Consolidated, Quebec Power Company, South- 
ern Canada Power, Shawinigan Power & 
Water, Gatineau Power, and Saguenay 
Power. 

In concurring in the board’s suggestion, the 
companies said it was understood that excess 
profits taxes would be reduced to correspond 
with the decrease in revenue, and that the tem- 
porary reduction in rates would not affect rate 
structures effective in 1944. 

The reductions will cut the gross of these 
companies by $1,500,000 to $2,000,000, accord- 
ing to the board’s estimates. Net earnings, it 
was thought, would suffer by $300,000 to 


, 


Arizona 


Power Association Organized 


T= organization of the Colorado River 
Power Association, for the purpose of 
establishing a state agency to obtain Colorado 
tiver hydroelectric energy for Arizona, was 
announced in Phoenix last month. 

The association has been incorporated as a 
nonprofit, nonpartisan body to make “available 
to the people of the state their own electric 
power developed at Boulder and other dams on 

Colorado river.” 

Incorporators were State Senator L. E. Can- 
fl of Superior, C. E. Lawrence of Prescott, a 
merchant, and A. Van Wagenen of Casa 

tande, attorney and water law authority. 
Permanent officers and a board of directors 
would be named soon, it was said. 

Van Wagenen announced the association 
would hold a meeting within the near future 
to determine whether enactment of a law, cre- 
ating an Arizona Water and Power Authority, 
would be sought through an initiative measure 
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on the November, 1944, general election ballot 
or by submission of a bill to the state legis- 
lature. 

In a statement concerning incorporation of 
the association, which now bands together var- 
ious voluntary organizations recently known 
as the Arizona Citizens Power Protective As- 
sociation, Van Wagenen said: 

“About 18 per cent of all ‘firm’ power de- 
veloped at Boulder dam belongs to the state 
of Arizona, obtainable by the creation of a 
proper state agency and the termination of 
present emergency demands. 

“At present production capacity, this would 
mean 732,000,000 kilowatt hours. This power 
is in nowise dependent upon and does not re- 
quire any negotiation or legislation concerning 
the Santa Fe or Colorado river compact. 

“Based upon experience of various similar 
Federal agencies and authorities, it is esti- 
mated that this power can be delivered to the 
people of Arizona at greatly reduced rates. 
To obtain this power, Arizona must set up a 
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state agency and it is our continued purpose, 
through the medium of the Colorado River 
Power Association, to unite agricultural and 
rural power, municipal, industrial, and com- 
mercial users and consumers in securing the 
enactment of legislation meeting Federal, 
economic, and functional requirements of the 
situation in the form of a proposed power and 
water authority act. 

“Whether enactment will be sought through 


¥ 


initiative measure or legislative bill will be de- 
termined at a general conference meeting of 
the Colorado River Power Association to be 
held in the near future.” 

Bills, designed to create water and power 
authority agencies, have been submitted to 
successive sessions of the legislature through 
the administrations of Governors B. B. Moeur 
R. C. Stanford, Bib Jones, and Sidney P’ 
Osborn. 


Arkansas 


Bus Fare Cut Approved 


ws state utilities commission on Novem- 
ber 29th approved a reduction in bus fares 
of the Hot Springs Street Railway Company 
from 7 to 6 cents, following the offer of the 
company to compromise a proposed reduction 
to 5 cents. 

The Hot Springs city council passed an 
ordinance several weeks ago reducing fares 
to 5 cents. The company immediately appealed 
to the commission. Recently the council amend- 
ed the ordinance to provide for fares of 34 
cents for children, the present rate. 

The commission ruled that both ordinances 
were invalid, the first because the ordinance 
had not been properly “publicized,” and the 
second because the commission had assumed 
jurisdiction of the case when the ordinance 
was passed. 

Willis H. Holmes, lawyer for the company, 
proposed the fare of 6 cents and a 34-cent fare 
for children. City Attorney Jay Rowland rep- 
resented Hot Springs at the hearing. 

Mayor McLaughlin subsequently said the 
city of Hot Springs would not compromise 
with the Hot Springs Street Railway Company 
on a bus rate reduction. He said the state com- 
mission’s order fixing the bus fares was not 
acceptable to the city. 

The mayor said the council would meet and 
adopt an ordinance fixing the rate at 5 cents 
for adults and 34 cents for children. 


Agreement Not Submitted 
To Commission 


N agreement between the city of Hot 
A Springs and Gus Walton, Little Rock 
investment broker, for purchase by the city 
of the Hot Springs Water Company, has not 
been submitted to the state utilities commis- 


sion for approval, Chairman A. B. Hill said 
recently. 

The city announced sometime ago that it had 
reached an agreement with Mr. Walton, who 
recently secured control of the Hot Springs 
Utilities Company, to buy the property for ap- 
proximately. $1,900,000. Commission approval 
of. i agreement is necessary, Chairman Hill 
said, 

Mr. Walton recently merged the water com- 
pany, Hot Springs Street Railway Company, 
and Citizens Electric Company into the Hot 
Springs Utilities Company. He has an appli- 
cation pending before the commission seeking 
permission to issue more than $3,000,000 in 
securities. A hearing has been postponed sev- 
eral times at his request. 

The commission has approved a lease of the 
Hot Springs electric properties to Arkansas 
Power & Light Company. 


Refund Ordered 


T= Arkansas-Missouri Power Corpora- 
tion was ordered to refund to customers 
a portion of its excess earnings in 1943 fol- 
lowing a brief hearing by the state utilities 
commission on November 


sion would direct the company later to refund 


Arkansas’ portion of the account to custom-§ 


ers who will be designated. 
_ Chairman A. B. Hill said the Missouri Pub- 


Arkansas commission in preparing the refund 
formula and that he presumed the Missouri 
commission would take similar action soon. 


California 
Court of Appeals reverse a Federal District 


Case Appeal Ends in Draw 


HE Pacific Gas and Electric og cred 
endeavor to have the ninth U. S. Circuit 
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Court ruling that the utility firm was con- 
trolled by North American Company en 
a legal draw, it was disclosed recently. 
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Three of the judges upheld the district court 
and three dissented—including Judge Francis 
A, Garrecht, who wrote a dissenting opinion, 
and Judge Clifton Matthews, who joined in the 
opinion. Name of the third dissenting judge 
was not disclosed. 

Judge Garrecht contended ownership by 
North American Company of 17.71 per cent of 
the PG&E voting stock did not put it in_the 
position of dictating to or controlling the Cali- 
fornia corporation, notwithstanding the pro- 


vision of the Securities and Exchange Act 
which sets 10 per cent holdings as a criterion. 
The opinion also set forth James B. Black’s 
election as president of PG&E came as a sur- 
prise to North American, and was “in itself a 
strong indication of lack of control by North 
American.” : 
The tie vote was occasioned by the death of 
the seventh circuit judge, Bert Emory Haney 
of Portland, several weeks ago, which removed 
the “odd member” from the en banc session. 


Georgia 


Light Rate Cut 


7 Georgia Power & Light Company, 
operating in south Georgia, was ordered 
last month by the state public service com- 
mission to reduce its residential electric rates 
by approximately 10 per cent, effective 
January Ist. 

An announcement by the state commission 
said the lowered rates would save consumers 
about $38,210 annually. While the reduction 
will average about 10 per cent, the commission 
said it would be greater for small users than 
for large consumers. 

The order, outgrowth of recent negotiations 
between the commission and the company, ap- 
plies in Bainbridge, Valdosta, Waycross, 
Blackshear, Jesup, and several smaller towns 
served by the company in counties along the 
Florida border. 

The revised rate schedules, said the com- 
mission, “will provide for the use of as much 
as 20 kilowatt hours per month for the mini- 


. mum bill of $1 instead of 15 kilowatt hours 
under the present rate.” A table of the new 
rate schedule showed that the reduction would 
range from 18.7 per cent for users of 20 kilo- 
watt hours per month to 4.8 per cent for users 
of 200 kilowatt hours per month. 


Bimonthly Gas Meter Readings 


LL gas utility companies operating in Geor- 
gia may read meters every two months 
instead of monthly in order to conserve man 
power, transportation and equipment, gaso- 
line and rubber, the state public service com- 
mission ruled on November 30th. 

The commission’s order authorizes gas com- 
panies to estimate the amount of gas con- 
sumed by the customer for the first. month’s 
bill, and then adjust the difference on the 
second month when the meter is read. 

The commission recently permitted the elec- 
tric companies to adopt a bimonthly meter 
reading plan. 


Indiana 


Suit Hits Utility Purchase 


A court ruling on the proposal of the 
Southeastern Rural Electric Corporation, 
a cooperative, to buy the Southern Indiana 
Light & Power Corporation, Vevay, was 
sought in an injunction complaint filed on No- 
vember 20th in superior court by the state 
public service commission. 

Defendants named were the Indiana Public 
Service Commission, the codperative, and the 
utility. Earlier in the month the state com- 
mission approved a petition by the Southern 
Indiana and the Southeastern for the sale. 


The Public Service Company opposed the 
petition on the grounds that the state’s rural 
electrification act permits codperatives only to 
enter territory not receiving electric service. 

According to the plaintiff, many of the 
Southern Indiana’s 800-odd customers signed a 
petition signifying their desire to take service 
from the rural codperative, which planned to 
admit them without requiring the initial mem- 
bership fees collected from its earlier mem- 
bers. The codperative proposed to obtain 
funds for the purchase and rehabilitation of 
Southern Indiana by borrowing from the 
Rural Electrification Administration. 


Kentucky 


Sale of Gas System Upheld 


ag Circuit Court’s refusal to void purchase 
by the city of Pikeville of the gas distribu- 
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tion system there in 1940 was affirmed by the 
court of appeals on November 30th. 

H. C. Bowles and C. D. Jacobs, operators 
of gas wells in that territory, contended they 
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had a contract to buy the system from the 
Southern Public Service Company and its 
holding company, the American Utilities Serv- 


ice Corporation, for $52,500. The court ruled 
the latter company never accepted the contr: 
The city bought the system for $51,000. 


ee 
Michigan 


Tax Faces Battle 


te Detroit city council, at its meeting on 
November 30th, voted 8 to 1 for Mayor 
Jeffries’ proposal to tax the utilities 20 per 
cent on their gross revenues to collect from 
$10,000,000 to $14,000,000 a year for postwar 
improvements. 

nly Councilman Comstock, a vigorous op- 
ponent of the new tax measure, which will go 
into effect on December 30th, voted against 
the measure. It was sponsored in the council 
by Councilman Edwards. 

enry A. Montgomery, counsel for the gas 
company, said the new tax ordinance would 
be tested in the courts “immediately.” 

In a formal, written statement on the utility 
tax ordinance, William G. Woolfolk, president 
of the gas company, said: 

“Michigan Consolidated Gas certainly must 
protect its 500,000 customers as well as the 
holders of its common stock and securities. 

“My statement to the council that this ex- 
cise tax ordinance, if valid, would cost the 
company more than $1,000,000 a year in added 
taxes and that Michigan Consolidated has not 
made and is making no profits out of this war 
was not merely propaganda. 

“It was a statement of the plain, simple 
truth. Of course, we will have to seek relief 
in the courts.” 

Alfred G. Marshall, president of Detroit 
Edison, made the following statement: 


“We didn’t expect the council would pa 
this ordinance. We still think it is an unfair 
discriminatory, and iniquitous tax, but we wil 
not make any statement right now as to our 
next step.” 

Richard A. Sullivan, the city’s public utili 
consultant, who is the author of the new far. 
reaching tax measure, immediately conceded 
that “the fight has just started.” 

“From now on,” Sullivan said, “the battle 
is on in the courts to uphold the legality o 
the utilities tax and to enforce collections,” 


City Objects to Gas Plan 


OV by the city of Detroit to the 

proposed seg ag he of the Mich 
igan Consolidated Gas Company were being 
studied last month by the state public service 
commission. 

James H. Lee, assistant city corporation 
counsel, contended that the company’s re 
capitalization plan should be authorized only 
on the basis of “truly invested capital.” 

“As proposed, the plan is sound if the capi 
talization is written down,” he said. “Other 
wise, capital will be allowed in excess of thé 
money truly invested in the enterprise.” 

Richard Sullivan, city rate analyst, con 
tended that the company’s plan would mean ar 
overcapitalization of $2,000,000 to $5,000,000, 
He said the Securities and Exchange Commis 
sion ultimately would decide the issue. 


North Carolina 


Utility Purchase Authorized 


HE Federal Power Commission on Decem- 
ber 3rd announced its order authorizing 
the Duke Power Company, Charlotte, to pur- 
chase and operate all the electric facilities of 
the Durham Public Service Company in the 
city of Durham and vicinity. The Duke Power 
Company filed an application for the authori- 
zation under § 203 of the Federal Power Act 
on October 15, 1943. 
According to the FPC’s recent order the 


Duke Company intends at the time of acquir 
ing these facilities to acquire practically al 
other property owned by the Durham Com 
pany in the city of Durham and vicinity, in 
cluding motor bus transportation and ice plan 
properties. The consideration to be paid by 
the applicant for all the properties to be ac 
quired is $2,952,000 cash as of November 30 
1942, plus the cost of any additions made and 
minus any retirements and depreciation ac 
crued after November 30, 1942, and prior td 
the date of the consummation of the sale. 


» 
Ohio 


FPC Issues Certificate 


T= Federal Power Commission on De- 
cember 3rd announced its order and opin- 
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ion issuing a certificate of public conveniencé 
and necessity to the East Ohio Gas Compar 
Cleveland, for the operation of a 120-mile nat 
ural gas transmission liné in Ohio to aug 
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declining natural gas reserves in the A 
lachian area and to avoid drastic curtail- 
ments of service. 

On March 24, 1943, the East Ohio Company 
fled an application under § 7(c) of the Nat- 
gral Gas Act, as amended, for authority to 
construct and operate the facilities or, in the 
jiternative, a finding that East Ohio is not a 
satural gas company subject to the jurisdic- 


tion of the commission under the provisions 
of the Natural Gas Act and will not become 
such by reason of the proposed construction 
and operation. 

The estimated cost of the project, the opin- 
ion said, is $2,868,061. East Ohio proposes to 
finance the construction with its own funds, 
having available either cash or marketable se- 
curities sufficient for the purpose. 


Oregon 


PUD Slates Bond Ballot 


7 Hood River Peopies Utility District 
recently announced that citizens of the dis- 
trict would be called to vote January 7th on a 
proposed issue of $175,000,000 in revenue 
bonds to finance the purchase of an electric 
wtility system or systems, 

The project—most ambitious yet advanced 

regon PUD—would, if carried, raise 
ough money not only to buy Pacific Power 
& Light Company, which “serves the Hood 
fiver area, but Northwestern Electric and 
Portland General Electric, if the utilities 
wanted to sell. 

The Hood River District lies in rural Hood 
River county, the city of Hood River having 
rejected the PUD when the vote was taken 
in June, 1939, and population of the district is 
about 8,000. If the people approved the gi- 
gantic issue of revenue bonds—which do not 
form an obligation other than on earnings of 
the utility purchased—if purchasers were 
found for the bonds, and if the district could 


buy the utilities, the Hood River Public Util- 
ity District would not be barred by Oregon 
law from controlling and operating the major 
electric systems of the northern section of 
Oregon. 

“The proposal is too fantastic to merit seri- 
ous consideration,” was the comment of Paul 
B. McKee, Portland, president of Pacific 
Power & Light. Hood River District direc- 
tors, however, were reported optimistic that 
the district’s voters would approve the bond 
issue, because the district has been trying 
without success to go into business for more 
than four years. 

The PUD is effectively barred from con- 
demnation of that part of the PP&L system 
lying within its boundaries by the specter of 
the huge “severance’ damages which a court 
could be expected to allow the company for 
dismemberment of its system. 

The district is a paper organization, owning 
no tangible property. The 1,428 users of elec- 
tricity within the district buy their current 
from a private company. 


Pennsylvania 
FPC Authorizes License 


Sm Federal Power Commission on De- 
A cember 3rd announced its order authoriz- 
ing the issuance of a Federal license for a pe- 
tiod terminating in 1970 to the Pennsylvania 


Water & Power Company, with main offices 
in Baltimore, Maryland, for the 111,000-kilo- 
watt. Holtwood hydroelectric development 
(Project No. 1,881) located on the Susque- 
hanna river in Lancaster and York counties. 
The project consists principally of a con- 
ttete gravity overflow dam about 2,392 feet 


long and 55 feet high, a pool extending up- 
stream about eight miles, and a power house 
containing 10 main units having an aggregate 
capacity of 111,000 kilowatts. In addition, the 
applicant also maintains a steam plant, loading 
docks, and other facilities which occupy lands 
within the project boundaries and areas which 
the applicant has designated as “common 
property.” Construction of the project was be- 
gun in 1905, the first unit was placed in opera- 
tion in 1910, and the last in 1924, The energy 
generated will be and is being used for general 
public utility purposes, the order stated. 


Texas 


Cut in Gas Exports Urged 


NTICIPATING that Texas gas reserves ex- 
ceed its oil reserves in fuel value, Dr. E. 


849 


P. Schoch of the University of Texas recently 

issued a report in which he recommended cau- 

= before additional gas is transported from 
e state. 


DEC, 23, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


Governor Coke Stevenson and several Texas 
chambers of commerce have expressed opposi- 
tion to exporting any gas which can be used 
for industrial purposes within the state. 

Known reserves of natural gas in Texas are 
estimated at fifty trillion cubic feet, Dr. 
Schoch said, and he computed that the total 
yet to be found would add twenty-five to fifty 
trillion cubic feet to this amount. This fuel, 


plus deposits of 23,000,000,000 tons of co; 
give the state the best supply of cheap fy 
in the world, and furnish a powerful attraction 
for the establishment of industries, he said 
Texas now consumes about 30 per cent of its 
gas, while exports have increased steadily to 
midwestern and northern states. 

Natural gas has an almost unlimited future 
he asserted. 


Virginia 


Gas Company Sale Approved 


HE state corporation commission last 
month approved details of a proposed sale 
of the physical assets of the Suffolk Gas Com- 
pany to a partnership of Lynchburg financiers 
who recently purchased the Lynchburg utility. 
Purchase price of the Suffolk Company, 
owned by Consolidated Gas & Electric Com- 
pany, was said to be approximately $115,000 
and the assumption of operating liabilities. 
The purchasers will not assume payment of an 
open note held by Consolidated against the 
Suffolk Company for some $200,000. 

Members of the Lynchburg combination are 
Edwin B. Homer, Walter G. Mason, Oscar B. 
ee Ludwell A. Strader, and Michael 

. Shea. 


Customers Save on Reductions 


AD great customers in Virginia have been 
saved more than $20,000,000 through re- 
ductions in rates since 1932, Commissioner H. 
Lester Hooker, of the state corporation com- 
mission, told the ninth annual conference of 
the Virginia section, American Water Works 
Association, in Roanoke last month. 

The savings were effected, Commissioner 
Hooker said, after the commission inaugurated 
early in 1933 a new policy of entering into 
direct negotiations with the utility companies 
after the commission’s own representatives 
obtained information through appraisals and 
audits. 

“Since the inauguration of this new policy 
in 1933, the commission has been able to 


negotiate and put into effect reductions in rate 
for public utility service companies amount 
ing to a total of more than $6,000,000 on 2 
annual basis as of the time they were put into 
effect, and without the necessity of expensive 
and long-drawn-out formal rate hearings for 
which the public bears the expense,” Com 
missioner Hooker stated. 

“The total accumulated savings to the util 
ity customer for the period from January 1 
1933, to date, as a result of the above annua 
reductions, have amounted to more than $20, 


of this new policy. It feels that a definite step 
was taken in reducing to a minimum the ne 
cessity for the expensive and time-consuming 
formal rate hearings, although a fundamental 
rate hearing, with all its technicalities and thé 
presentation of a confusing mass of evidence 
may, at times, be absolutely necessary.” 

Prior to adoption of the policy of obtaining 
information through the commission’s ov 
staff, Commissioner Hooker said, proceeding 
“almost invariably involved long-drawn-ou 
and expensive rate hearings, requiring, if 
many instances, weeks, months, and some 
times a year or more, to present to the com 
mission the great amount of evidence through 
the witnesses.” 

Colonel J. L. Hanes, of Lexington, was elect 
ed chairman of the Virginia section of thé 
association at a business session on Novembe 
22nd. Charles E. Moore, of Roanoke, 
elected vice chairman. 


Washington 


sections of the council, as members recentl 
studied a proposal—already assured of a coun 
cil majority support—that would set up 
policy to deny the private company’s franchi 
renewal when it expires in 1952. ; 
The resolution to put the present council 0 


Power Issue Election Urged 


bees to give Seattle City Light a mo- 
nopoly of light and power distribution in 
Seattle, through refusal to grant renewal of 
the Puget Sound Power & Light Company 
franchise, should go to the people at an elec- 
tion before the city council takes binding ac- 
tion. 

This was the sentiment developing in some 
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record in favor of expansion of City Light’ 
distribution system, to a point where by 19. 
it can carry the entire electric light and powe 
load of the private firm within the city, W 
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gheduled to be offered the city council. 

Council President John E. Carroll said the 
solution undoubtedly would be referred to 
the council’s committee of the whole, to give 
jl members an opportunity to study it. 

The city has an investment of $70,000,000 in 
its power system. Councilmen David Levine 
nd Bob Jones, speaking for their colleagues, 
pinted out that steps already have been taken 
tp enable City Light to assume the full load 
yhen the time comes. 

“The Skagit plant is being expanded by the 
iddition to Ross dam,” the councilmen pointed 
wt. “Other facilities are being provided and 
pesent facilities expanded. If necessary, we 
an draw upon Bonneville and Grand Coulee 
yhen surplus power is required.” 

Councilman Frank McCaffrey said he would 
(fer an amendment to the resolution to say 
that the purpose of eliminating the duplication 
in systems is to reduce electric rates. 

In the absence of Frank.McLaughlin, presi- 
dent of Puget Sound Power \& Light, who was 
in the East on business, officials of the firm 
refuséd to comment. 


Asks Gift of Watershed 


Ayor William F, Devin and Council Pres- 
M ident John E. Carroll, acting under Seat- 
te city council mandate, last month wrote 
Washington’s congressional delegation to peti- 
ton for introduction of legislation that will en- 
ile the Federal government to make the city 


a gift of 23,500 acres of land and timber in the 
Cedar river watershed. 

“The purpose of this request is to assure the 
city of Seattle an adequate permanent 
supply of pure water. ... We feel that the re- 
quest we are making is reasonable,” the offi- 
cials wrote. 

The letters pointed out that the city believes 
acquisition of the government’s watershed 
holdings are a part of a definite and perma- 
nent plan of water supply protection. “As long 
as this property (the government’s watershed 
timber holdings) is not vested in the city of 
Seattle the city has little or no control over the 
use to which it is put,” they added. 


Transit Men Get Bonus 


EATTLE Transit System operators found an 
S early Christmas present in their December 
10th pay envelopes when they collected $180, 
less taxes, as their share of the $20-a-month 
bonus each has been earning since last March 


st. 

Lloyd Graber, general manager, said the 
$20-a-month bonus would continue throughout 
1944 and was the principal feature of a new 
one-year contract negotiated between the sys- 
tem and the drivers. 

The bonus payment involved more than 
$700,000, the largest wage payment in the his- 
tory of the system. The bonus grant is not 
subject to War Labor Board review, since mu- 
nicipal utilities are exempt. 


Wisconsin 


The decision also applied to the Milwaukee 


Rate Increase Authorized 


miion the rate for gas used for space heating 


wil jump from 47 to 48 cents per thousand 
wbic feet. 


sale clause whereby the rates for gas used 
for heating purposes are pegged to coincide 
vith fuel oil rates. 

Commissioners W. F. Whitney and Lynn H. 

shley favored retention of the sliding-scale 
Minciple, while Peterson, in a dissenting opin- 
fn, concluded that it should be suspended for 
the duration. 

John St. John, president of the Madison Gas 
t Electric Company, on November 30th said 
te had not seen the opinion, and could make 
% comment as to when the rates would be 
mcreased, or if they would be increased, but 
Peterson said the rates would increase one 
tnt immediately, and that further increases 
would be made if fuel oil costs rise. 
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Gas Light Company, and the Wisconsin 
Public Service Corporation. Milwaukee rates, 
however, have already been increased to con- 
form with oil prices. 

Peterson said that the sliding-scale system 
was originally adopted so that gas companies 
could meet competition from oil interests by 
adjusting their rates to compare with those 
charged for oil. He added, however, that in 
his opinion there is no need for an increase in 
gas rates for the duration of the war, since 
householders cannot change from gas to oil, 
or vice versa, because of the equipment prob- 
lem, and therefore competition has 
eliminated. 


Rate Reduction Announced 


orE than 1,800 residential and commercial 
customers served by the Waupun elec- 
tric utility will save $8,500 a year on their 
bills as a result of the rate reduction effective 
January 15th, the state public service commis- 
sion announced on December Ist. 
The rate cut will affect 1,600 residential cus- 
tomers by $6,100 and 230 commercial custom- 
ers by $2, 
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The Latest 


Utility Rulings 
Court Rules on Divestment Order under 
Holding Company Act 


RDERS of the Securities and Ex- 

change Commission requiring di- 
vestment of ownership and control of 
certain subsidiary corporations of the 
Engineers Public Service Company were 
upheld in part and reversed in part by 
the United States Court of Appeals for 
the District of Columbia. The case was 
remanded to the commission for further 
proceedings. 

A commission interpretation of 
§ 11(b)(1) of the Holding Company 
Act was sustained. The commission had 
interpreted this paragraph to mean that 
the additional systems which a holding 
company may retain must not only be 
located in one state, or in adjoining 
states, or in a contiguous foreign coun- 
try, but also in the same state with the 
principal system, or in a contiguous for- 
eign country. Therefore the court sus- 
tained the order so far as it required 
Engineers, assuming Virginia Electric 
& Power Company tobe the principal 
system, to divest itself of such addi- 
tional systems as Gulf States Utilities 
Company and El Paso Electric Com- 
pany. 

A court majority held that there was 
evidence to warrant a finding of the com- 
mission that there would be no loss of 
substantial economies in the separation 
of the gas from the electric utility sys- 
tem of Virginia Electric & Power Com- 
pany. Commenting on the phrase “sub- 
stantial economies,” within the meaning 
of paragraph (A), the court said in 
part: 

“Substantial economies” mean  some- 
thing different and, we think, something 
more than substantial savings in opera- 


tional expenses. . . . The required impor- 
tance must relate to the healthful continuing 
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business and service of the freed utility, 
But Congress was not so much concerned 
with the profit motive of utilities as with 
the evils that had become prevalent through 
combinations of utilities. It was first con- 


had produced, and Congress only consented 
to dull the blade of its chosen weapon in 
proved hard cases... . 

. +. we are of the opinion that the mere 
showing of a material saving in operational 
expense (which, to some extent at’ least, 
would normally be expected) does not nec- 
essarily show the over-all situation. This 
single item may or may not indicate a net 
economy of any figure. In the circumstances 
we cannot hold as error the commission's 
finding that the divestment of “Virginia 
Gas” from “Virginia Electric” would cause 
a substantial loss to “Virginia Gas.” ... 


The minority opinion on this point 
stated: 


normal meaning and weight, it is hard to 
understand why substantial savings in op- 
erational expenses do not amount to the 
“substantial economies” upon which the ap- 
plication of the paragraph depends. The 
findings of fact by the commission are of 
course conclusive, if supported by substan- 
tial evidence, § 24; but in this instance the 
evidence is undisputed and it remains only 
to decide whether a loss of substantial 
economies would result from a severance of 
the two systems. It is putting it too strongly 
to say, as the commission did, that there 
must be clear and convincing evidence of 
loss of economies which would seriously 
impair the efficiency of the systems. The act 
does not require more than a preponderance 
of evidence to support such a finding; nor 
does it require that the economies must be 
so great that their loss would seriously im- 
pair the system. Such a loss would not 
merely substantial; it would be destructive. 
A loss of substantial economies occurs ! 
they are so large that experienced C 
affairs would regard them as_ substantial 
and, if possible, take steps to eliminate them.§ 
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With respect to the retention of other 
businesses, the court said that any busi- 
ness Other than that of a statutory pub- 
lic utility company is retainable in the 
principal system if the commission finds 
it necessary or appropriate in the pub- 
lic interest or for the protection of in- 
vestors or consumers and not detrimental 
to the proper functioning of such sys- 
tem. 
In other words, if the business is 
not detrimental to the system, retention 
must be permitted if it serves the inter- 
est of the public or of the investors or of 
the consumers—any one of the three. 

It was said to be a reasonable inter- 
pretation of § 11 that the holding com- 
pany, rather than the commission, has 


the right to choose the principal system, 
since the holding company is the lawful 
owner of the combined properties and the 
public interests are protected by the 
grant of power to the commission to 
determine what integrated public utility 
systems are involved in a given case and 
what additional systems and additional 
businesses may be retained. The hold- 
ing company, however, may not delay 
the selection unreasonably and thereby 
interfere with or prolong the adminis- 
trative process. 

Exclusion of evidence relating to the 
constitutionality of § 11(b)(1) was 
sustained. Engineers Public Service Co. 
et al. v. Securities and Exchange Com- 
mission, reviewing 46 PUR(NS) 68. 


e 


Rate Order Reversed for Failure to 
Determine Fair Value Basis 


Ts Pennsylvania statute relating to 
public utility rates provides that the 


rate base is fair value, except that for 
the determination of temporary rates 
original cost less accrued depreciation 
may be used. Whatever the merits of the 
prudent investment theory, the Pennsyl- 
vania Superior Court holds that the doc- 
trine of fair value is entrenched in the 
state law until the legislature changes it, 
and the commission must determine pres- 
ent fair value and not adopt the recom- 
mendation of economists who argue that 
the commission’s function should be one 
of choosing a proper rate base. 

For failure to determine fair value 
and for other reasons the superior 
court reversed and remanded to the com- 
mission the Peoples Natural Gas Com- 
pany Case, which had previously been 
before the court in 35 PUR(NS) 75 and 
then before the commission in 43 PUR 
(NS) 82 and 47 PUR(NS) 385. 

Reproduction cost was recognized as 
a. important element in determining 
present fair value, although the court 
sid this did not mean that in every case 
depreciated reproduction cost is identi- 
al with present value. The court dis- 
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cussed the elements of original cost, book 
value, and invested capital. 

A finding that the company’s physical 
property had depreciated 45 per cent, 
based largely upon testimony of the com- 
mission’s engineer, was criticized. His 
contribution consisted of estimates of 
lives of the various types of plant. He 
did not testify as to how often and how 
recently depreciable parts had been re- 
placed. Almost every type of machinery 
or equipment, said the court, might have 
its age constantly reduced as well as its 
life indefinitely extended by the replace- 
ment of wearing parts. The court also 
said: 

The difficulty with attempting to de- 
termine the average age of a particular class 
of property such as meters from the records 
showing the years in which a given number 
of dollars were expended for installing 
them is that it assumes, to have any validity, 
that the price of the meters installed re- 
mained constant throughout. If, as was the 
case here, the prices were constantly under- 
going change, the number of meters or 
other kinds of property installed in a par- 
ticular year could not be determined from 
the number of dollars invested. 

But two factors determine mortality, 
said the court; namely, physical deterio- 
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ration and obsolescence. In determining 
these factors, it seems, there never can 
be an adequate substitute for actual ob- 
servation of the condition of the prop- 
erty coupled with a study of its state 
of obsolescence. 

Depreciation reserve, said the court, 
was nothing more than a bookkeeping 
figure, not represented by cash or in- 
vestments in bonds and stocks. As to 
whether the ratepayers or the owners 
should have the benefit of the reserve 
because of prior earnings, the court ob- 
served that since the only test is pres- 
ent fair value used and useful in render- 
ing service, it makes no difference 
whether the company bought the prop- 
erty, received it as a gift, or “won it in 
a lottery.” Following the same reasoning 


the court ruled that property charged to 
expense account should not be excluded 
from the rate base. 

A return allowance of 64 per cent was 
held not to be unreasonably low. Depre- 
ciation allowance by the commission was 
sustained, although the court thought it 
would have been better if the commis- 
sion had discussed certain claims and 
indicated why it made the particular al- 
lowance. 

Consideration was also given to the 
cost of gas purchased from independent 
producers, rate case expense, Federal and 
state income taxes, refunds, and the ef- 
fect of the company’s estimate of in- 
come under the new rates. Peoples Natu- 
ral Gas Co. v. Pennsylvania Public 
Utility Commission. 


e 


Telephone Company’s Appeal from Commission 
Rate Order Sustained 


HE supreme court of Washington 

modified and, as modified, af- 
firmed a lower court decree against the 
state commission on petitions by the Pa- 
cific Telephone & Telegraph Company 
to review orders reducing telephone 
rates. The commission’s orders were re- 
manded for further proceedings. For 
commission rulings, see 34 PUR(NS) 
193 and 37 PUR(NS) 321. 

It was held to be within the province 
of the trial court to review the orders and 
determine whether or not the depart- 
ment of public service (1) had correctly 
followed the statutes as to matters of pro- 
*cedure, (2) had failed to grant the com- 
pany a fair hearing, (3) in making its 
findings and orders had acted arbitrarily 
or capriciously, or (4) had violated 
rights secured to the company by the 
Constitution of the United States or the 
Constitution of the state of Washington, 
or had in reaching its results proceeded 
upon a fundamentally wrong basis. 

The trial court was bound by no con- 
clusion of the department as to any 
question of law. The department had ar- 
gued that unless the orders in totality of 
their effect confiscated the company’s 


DEC. 23, 1943 


property, the orders establishing rate 
schedules must be affirmed. The court 
declared, however, that it is not the law 
that a rate-making authority may, by 
making a finding that certain rates are 
reasonable, preclude judicial review of 
its methods and processes in reaching 
such a finding, which, after all, in effect 
is a conclusion. Judicial power to de- 
termine the constitutionality of a rate 
cannot be impaired by any statute. 
The court held that the commission’s 
method of determining the rate base so 
seriously affected the results reached tha 
the company’s constitutional rights were 
infringed. The court disagreed with the 
commission’s finding that fair value was 
its original cost less the amount of 
the company’s depreciation reserve ac 
count attributable to Washington intra 
state property. Error was also found i 
the exclusion of real estate purchased 
for future use and certain underground 
conduits held for future use. 
Disallowance, as operating expense, 0 
payments made by the company to a trus 
tee under the company’s pension plz 
to provide for the cost of pensions was 
also held to be error. The commissior 
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wgued that in view of the Social Se- 
mrity Act a private pension system was 
yinecessary. 

The supreme court said it could not 
ie held that the managing directors of 
the company acted arbitrarily or abused 
their discretion in not terminating the 
pension plan when the Federal act be- 
ame effective. 

Nor was the court impressed with an 
agument that actuarial rates developed 
from the experience of all the affiliated 
Bell system companies might not be ap- 
jlicable to the employees in Washington. 
The court found nothing in a change 
in the pension system in 1928 from 
a “pay-as-you-go” plan to an accrual 
jlan which placed an illegal burden 
mm present ratepayers. The court was not 
impressed by an argument that the com- 
pany’s pension system constituted an un- 
fair method of controlover its em- 
ployees. 

The lower court, however, was held to 
be in error in declaring that the com- 
pany was entitled to a return of not less 


than 6 per cent upon the fair value of 
its property. A return of 5 per cent fixed 
by the commission was not considered 
confiscatory. 

The commission, it was ruled, had au- 
thority to direct the company to pass on 
to ratepayers certain excise and occupa- 
tion taxes which the cities in which such 
ratepayers resided had imposed upon the 
company. A contention of those cities 
that such taxes should be included gen- 
erally in the company’s oferating ex- 
penses and spread throughout the state 
was rejected. 

The matter of payments to municipali- 
ties under franchise provisions, how- 
ever, presented a different question. 
Such payments, it was held, fall within 
the classification of general operating ex- 
penses, and the department erred in ac- 
cording the company the right to charge 
such franchise payments to the ratepay- 
ers of the respective cities. State ex rel. 
Pacific Telephone & Telegraph Co. v. 
Washington Department of Public Serv- 
ice et al. 


7d 


Taxes and Depreciation Considered 
In Ferry Rate Case 


HE Mare Island Ferry, operating 

between the city of Vallejo and 
Mare island for the transportation of 
passengers traveling to and from the 
United States Naval Base on the island, 
was authorized by the California com- 
mission to increase commutation fares 
from forty unlimited transferable single 
trip tickets for $1 to thirty-two such 
tickets for $1. The company’s applica- 
tion for authority to sell thirty one-way 
tides for $1 was disapproved. 

The return is estimated at 9.7 per 
ent (87 per cent if nonoperating 
revenue should be eliminated), while un- 
der the company’s proposal there would 
be a return of 14.7 per cent after all 
taxes and 42.7 per cent before excess 
profits tax. Commissioner Sachse said: 


The outstanding, and to my mind con- 
troliing, fact'is that the ferry company 
would not pay this excess profits tax out 
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of its “excess income,” but would merely 
collect the tax from its patrons in excessive 
fares, retaining for itself only such portion 
of the collection as is not absorbed by the 
excess profits tax provisions of the recent 
Federal war tax statutes. 

I can find no indication of any pur- 
pose or intent on the part of Congress, in 
its enactment of the present war tax legisla- 
tion, that regulated utilities should act as 
collectors of indirect war taxes, or that such 
war tax should be levied on the ratepayer 
in the guise of added charges for transpor- 
tation or utility services, or that such war 
taxes must then become “operating ex- 
penses,” forcing the additional burden on the 
ratepayer but not on the utility corporation. 
On the contrary, the Congress has by spe- 
cial and specific legislation imposed direct 
excise taxes on the use of certain communi- 
cation and railroad services and such taxes 
are a direct charge on the consumers of such 
services, 

It does not seem necessary for the com- 
mission to reach a determination, in this rela- 
tively minor rate proceeding, on all phases 
of the important matter of utility war taxes 
and on the question of how such taxes, over 
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and above the normal prewar taxes, should 
be treated equitably and fairly between the 
utility on the one hand and the ratepayer 
on the other hand. Upon this record the con- 
clusion is inescapable that a fare structure 
—_ than required to pay for the reason- 
able cost of adequate service, plus a fair 
return commensurate with the degree of 
risk attaching to this transportation service, 
would result in rates unjust and unfair to 
the patrons of this ferry company. 


Depreciation was allowed on all depre- 
ciable properties, having regard for the 
temporary character of the service ren- 
- dered in accordance with a Navy contract 
and the special price of equipment used. 


No allowance was made for future de- 
preciation of property which had been 
fully depreciated. The commission could 
not subscribe to the theory advanced that 
where a utility has had returned to it full 
investment in a facility through an ade- 
quate depreciation allowance in the oper- 
ating costs paid by the ratepayers, it. is 
nevertheless entitled to depreciate such a 
facility once more and to continue such 
depreciation operating expense against 
the consumer. Re Mare Island Ferry 
(Decision No. 36613, Application No. 
25727). 


7 


Mining Company Owning Electric Plant 
Not a Public Utility 


PENNSYLVANIA corporation organ- 

ized for the purpose of buying, 
leasing, or otherwise acquiring coal and 
coal lands for mining, shipping, manu- 
facturing into coke, and selling coal, 
coke, and the products thereof was held 
by the Pennsylvania commission not to 
be a public utility. The company was 
engaged in the business of mining and 
selling bituminous coal and also owned 
and operated a steam electric generating 
plant. 

The greater part of the electrical en- 
ergy generated at the plant was used in 
mining operations, but a portion of the 
energy was sold to a small electric utility 


7 


owned by it and another mining com- 
pany. 

The company, in addition to the 
generating plant, had also owned an elec- 
tric distribution system, but this had been 
purchased by the electric utility. The only 
fact which indicated that the company 
might be a public utility, said the com- 
mission, was the ownership of the gener- 
ating plant, the product of which was in 
part sold to the other two companies. 
These facts did not establish a public util- 
ity status. Commissioner Buchanan dis- 
sented. Public Utility Commission v. 
Ebensburg Coal Co. (Complaint Docket 
No. 12632). 


Other Important Rulings 


ter Co. (Decision No. 36563, Applica- 
tion No. 24161, Case No. 4629). 


aN application for authority to in- 
crease water rates was denied by the 
California commission and a reduction 
in rates was ordered where operating re- 
sults indicated a net return of approxi- 
mately 8.7 per cent upon the utility’s 
preperty investment. The reduced rate 
would produce a net return of approxi- 
mately 6 per cent and, said the commis- 
sion, would in nowise unreasonably 
handicap the utility. Re Randsburg Wa- 


Nore.—The cases above referred to, where decided by courts or re 
will be published in full or abstracted in Public Utilities 
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A commission order requiring a rail- 
road to charge for spotting services fur- 
nished one person while that person’s 
competitors are not required to pay for 
similar services is held by a Federal 
court to be discriminatory, unjust, and] 
unreasonable. Wabash R. Co. et al. v. 
United States et al. 51 F Supp 141. 
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FEDERAL COMMUNICATIONS COMMISSION 


Oklahoma-Arkansas Telephone Company 


Southwestern Bell Telephone Company 


[P-28, Docket No. 3796.] 


Service, § 458 — Telephones — Physical connection. 
1. The Commission must find, as a basis for ordering a connection between 
telephone companies, that such action is necessary or desirable in the public 
interest, and to apply this standard a preliminary determination must be 
made as to the adequacy of existing facilities, and, if an inadequacy exists, 
an inquiry as to whether it can best be cured by ordering an interconnec- 
tion, p. 322. 

Service, § 458 — Telephones — Physical connection — Duplication 
2. An order requiring interconnection between two telephone companies is 
not necessary or desirable in the public interest when the quality of service 
of the applicant for interconnection is inferior, there are critical shortages 
with respect to materials and labor, available additional circuits between the 
points affected are available for service of the other company, and an un- 
necessary duplication of facilities would result, p. 322. 


(WALKER, Commissioner, dissents.) 
[October 12, 1943.] 


ETITION by telephone company for interconnection with an- 
Peas company; denied. For earlier decision, see (1939) 6 
Fed CC 809, 27 PUR(NS) 202. 


¥ 


APPEARANCES: C. C. Williams, at length in our decision of February 
m behalf of Oklahoma-Arkansas 6, 1939, herein, 6 Fed CC 809, 27 
Telephone Company; E. W. Clausen PUR(NS) 202. The proceeding was 
ad John H. Cantrell, on behalf of reopened, pursuant to our order of 
Southwestern Bell Telephone Com- December 16, 1941, to determine 
gxny; Daryal A. Myse and Arthur A. whether, because of recent events giv- 
fladstone, on behalf of the Commis- ing rise to a national war emergency, 


ton, it might be desirable in the public in- 


By the CommissION : terest to establish a physical connec- 
1, The history and background, as tion between the facilities of the peti- 
nell as many of the facts, relating to tioner and those of the respondent, at 
is case were set forth and considered Fort Smith, Arkansas, and to estab- 
Ia) 321 50 PUR(NS) 
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lish a through route over such facili- 
ties between Poteau, Oklahoma, and 
Fort Smith, -Arkansas. 

2. Hearings on the reopened pro- 
ceedings have been held before a mem- 
ber of the Commission’s staff, and 
the record has been once again closed. 
Proposed findings of fact and conclu- 
sions have been filed by the parties. 

[1] 3. To serve as the basis for 
ordering a connection between the 
parties, the Commission must find 
that such action is “necessary or de- 
sirable in the public interest.” [Sec- 
tion 201(a), Communications Act of 
1934, 47 USCA § 201(a), as amend- 
ed.] To apply this standard, in any 
case, necessitates a preliminary deter- 
mination as to the adequacy of exist- 
ing facilities and, if an inadequacy ex- 
ists, an inquiry as to whether it can 
best be cured by ordering an inter- 
connection. The latter inquiry re- 


quires also a determination concern- 
ing the quality of the proposed addi- 


tional services. If both the petitioner 
and respondent are in a position to 
afford such additional services as may 
appear necessary, but the quality of 
the proposed service of one is better 
than that of the other, such fact 
should be given consideration in deter- 
mining where the public interest will 
best be served. It is not necessary or 
desirable in the public interest to de- 
grade service where some alternative 
not requiring degradation is attain- 
able. 

4. Petitioner has urged that exist- 
ing services between Poteau and Fort 
Smith are inadequate. If this allega- 
tion were supported by facts, the most 
obvious corrective measure would ap- 
pear to be an increase in the existing 
facilities between these points. Both 
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petitioner and respondent hold them- 
selves out as ready, able, and willing 
to increase existing facilities. The 
petitioner desires to accomplish this 
increase by means of an interconnec- 
tion with respondent. If the Com- 
mission so orders, the respondent is 
willing to place into operation addi- 
tional circuits of its own. 

[2] 5. Petitioner’s toll line facili- 
ties, between the points named, con- 
sist of two iron wire circuits. The 
wire, and the poles and appurtenances 
on which it is strung, are, in the main, 
of considerable age, and have no 
been kept in working order at all times. 
However, at various intervals these 
circuits have been tested and found 
capable of transmitting uninterrupted 
intelligible speech. Nevertheless, the 
transmitting qualities of petition 
er’s circuits are below the stand 
ards of transmission generally adopted 
by respondent and as presently con 
stituted, would not provide satisfac 
tory service. To rehabilitate the lines 
(leaving them as iron circuits) would 
cost approximately $6,680. To con 
vert the circuits to copper would cos 
about $9,070. We do not questio 
petitioner’s readiness, willingness, ot 
ability to rehabilitate the facilities a 
iron circuits. But even if rehabilitat 
ed, new iron circuits have five time 
the transmission loss found in coppe 
circuits of equal gauge, and since irof 
deteriorates faster than copper, th 
transmission loss becomes greater a 
time passes. Repeaters or amplifier 
will not suffice to offset these losses 
A transmission loss of five decibels i 
represented as respondent’s uppe 
limit for this type of toll line opera 
tion. The loss on new iron wire, fo 
the circuits here discussed, would b 
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9.75 decibels, and the loss would in- 
crease as the wire aged. 

6. Although wartime conditions 
have increased the general activity in 
the Poteau-Fort Smith area, such 
conditions have not appreciably in- 
creased the telephone traffic between 
Poteau and Fort Smith since our last 
report in this matter in 1939. The 
present traffic between these two points 
is not sufficient to cause the respond- 
ent’s existing circuits to operate at 
capacity. Moreover, the respondent 
has available one additional copper 
circuit and a phantom circuit which 
can be made available between Fort 
Smith and Poteau and which could be 
placed in operation with negligible 
expense or difficulty. These addition- 
al circuits combined with the circuits 
already in use, would have ample 
apacity for a substantial percentage 
of increase in the traffic demands be- 
tween the two points. Furthermore, 
sich facilities of the respondent are 
apable of rendering a quality of serv- 
ice greatly superior to petitioner’s. 

7. Taking into consideration the 
quality of service which petitioner 
would offer, the critical shortages now 
extant with respect to materials and 
hbor, and the availability of addition- 
il circuits of the respondent, we find 
that it is not necessary or desirable in 
the public interest that we order the 
interconnection requested by petition- 
t. Our conclusion would not be 
ttherwise even if we were to assume 
that the petitioner could and would 
install such copper facilities as would 
qual the service quality of respond- 
tt. In either event, an unnecessary 
duplication of facilities would result. 
We do not believe that we should, par- 
teularly at this timé, require addition- 
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al facilities involving expenditure of 
money, labor, and critical materials to 
achieve a result which is attainable 
through an available alternative which 
does not involve such expenditures. 
We conclude, therefore, that there is 
no showing on this rehearing, that it 
is “necessary or desirable in the pub- 
lic interest” to order a physical con- 
nection at Fort Smith, Arkansas, be- 
tween the facilities of the parties here- 
in, or the establishment of a through 
route and charges between Poteau, 
Oklahoma, and Fort Smith, Arkansas. 


Conclusion 


We are of the opinion, and we find 
and conclude that: 

1. It is not necessary or desirable 
in the public interest to order a physi- 
cal connection at Fort Smith, Arkan- 
sas, between the facilities of the par- 
ties herein, or to establish through 
routes and charges between Poteau, 
Oklahoma, and Fort Smith, Arkansas. 

2. The relief prayed for by peti- 
tioner should be denied, and the pro- 
ceeding dismissed. 

3. An appropriate order will issue. 


WALKER, Commissioner, dissent- 
ing: Upon former consideration of 
this matter by the Commission, I 
disagreed with the majority opinion, 
6 Fed CC 809, at pp. 834-837 and 
839-842, 27 PUR(NS) 202, 225. 
It was then, and is my belief now, that 
if the majority views prevail, the peti- 
tioner will suffer an irreparable wrong 
committed by the Southwestern Bell 
Telephone Company. Respondent, by 
severing physical connection between 
itself and petitioner at or near Fort 
Smith, Arkansas, has deprived peti- 
tioner of the use of its toll line and 
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the right to route any of its long dis- 
tance business over that line. The 
facts and circumstances connected 
therewith constitute, in my opinion, 
an unwarranted and ruthless taking 
and destruction of complainant’s prop- 
erty. 

By way of reiteration, this wan- 
ton destruction of complainant’s prop- 
erty took place in 1928. Doubtless, 
Congress had in mind this very situa- 
tion and incident when it included 
§ 201 in the Communications Act of 
1934, creating a Federal regulatory 
agency with authority to require phys- 
ical connection between those com- 
munications common carriers which 
are made subject to the act. 

The fact that complainant’s toll line 
between Poteau and Fort Smith has 
remained largely idle through the years 
and has not been constantly maintained 
according to the best service stand- 
ards, is no argument that physical 
connection should not now be en- 
forced. This Commission has the au- 
thority under the act not only to re- 
quire physical connection, but also the 
installation and maintenance of proper 
facilities and service. There is no evi- 
dence in the record to indicate that 
complainant is unwilling to satisfy 
such requirements as the Commission 
may prescribe for the satsifactory and 
efficient transmission of telephone 
messages. 

The facts in this case are simple, 
and seem to lead to one conclusion 
only. Petitioner, an independent tele- 
phone company, through its predeces- 
sors in interest, was the first to render 
telephone service in and about Poteau 
and Leflore county, Oklahoma. For 
many years prior to January 22, 1928, 
petitioner and its predecessor ex- 
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changed toll traffic with respondent 
and its predecessors at Fort Smith, 
Arkansas, and Poteau, Oklahoma. 
On January 22, 1928, as a result of a 
controversy between the parties, re- 
spondent wilfully and _ forcefully 
severed its connection with petitioner 
and substituted its own toll facilities 
for use between Fort Smith and 
Poteau. By that act respondent ar- 
bitrarily deprived the public of com- 
munications facilities which it had 
used for many years, rendered useless 
certain property of petitioner dedicat- 
ed to public service, and diminished 
the value of its remaining telephone 
property. 

The term public interest is not a 
limited one. It cannot be exactly 
defined. It must be interpreted in the 
light of the facts of the times and 
the particular matter, or case, under 
consideration.’ In determining wheth- 
er the relief sought will be in the pub- 
lic interest, consideration may not be 
restricted to quantity and quality of 
service and the relative economies of 
affording additional service which may 
be needed. Public interest also in- 
cludes the right of the people to use 
specific public utility facilities which 
they have heretofore enjoyed, and 
would yet enjoy but for the arbitrary 
action of respondent, and the pres- 
ervation of due competition in the 
telephone utility field and the protec- 
tion of smaller independent enter- 
prises from unwarranted destruction 
by the more powerful and ever-grow- 
ing monopolies. 

The use made by the public of peti- 
tioner’s’ line while it was connected 

1Re Illinois C. R. Co. (1936) 217 Inters 


Com Rep 615; Re Wenatchee Southern 
Co. (1924) 90 Inters Com Rep 237. 
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with that of respondent justifies the 
assumption that the connection, while 
it was maintained, was necessary and 
desirable in the public interest.2 That 
presumption has not been rebutted by 
respondent. The burden of proof 
was strictly upon respondent to show 
why this wilful severance of an exist- 
ing connection was justified in the 
public as distinguished from its own 
private interest. This it has failed to 
do. 

No showing is made that respond- 
ent could not have secured relief to 
which it claimed. it was entitled 
through legal processes and regularly 
constituted authority. On the con- 
trary, the record shows it sought the 
more speedy method of attaining re- 
lief by deliberately severing connec- 
tion with petitioner’s lines and de- 
stroying its property. 

The quality, quantity, and price of 
service need not be overlooked herein. 
We have the power and the duty to 
determine proper standards of serv- 
ice, and to require satisfactory per- 
formance. Similarly, it is our duty, 
when called upon to do so, to deter- 
mine appropriate rates and charges 
and to prescribe divisions of tolls. 

Respondent contends that a physi- 
cal connection is not necessary or de- 
sirable because its present facilities are 
adequate. The sufficiency or insuffi- 
ciency of respondent’s facilities is not 
conclusive as to the question raised 
under the statute. Globe Wireless v. 
The Western U. Teleg. Co. FCC Doc- 
ket No. 5910, decided February 4, 
1942, Respondent’s circuits present- 
ly in use between Poteau and Fort 


2Globe Wireless v. The Western U. Teleg. 
Co. and Postal Teleg.-Cable Co. Dockets Nos. 
ae 6104, FCC Report T-16, February 


i, 
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Smith carry a load during the average 
busy hour of only 50.5 per cent of 
what respondent calls “the objective 
capacity of a 2-circuit group” and 70.9 
per cent in the busiest hour of the 
day. The standard of objectivity used 
to arrive at these percentages for a 
2-circuit group, is a factor of 82 
minutes use in the busy hour (41 
minutes per circuit) out of a possible 
i20 minutes of use per hour. This 
82-minute standard has been used by 
respondent’s engineers in determining 
the need for additional circuits ac- 
cording to its conception of a satis- 
factory public service. The facts that 
the average speed of service between 
Fort Smith and Poteau is at least as 
good as the average for the South- 
western Bell System; that the per- 
centage of customers released because 
of “no circuit” conditions is about 40 
per cent less between such points than 
the over-all average of calls originat- 
ing at respondent’s Fort Smith ex- 
change; and that the number of calls 
encountering “no circuit” conditions 
over respondent’s facilities was less 
during one period than during another 
are likewise inconclusive on the ques- 
tion of the adequacy of respondent’s 
existing facilities or service. The 
standards of comparison used are 
those of respondent, and are not nec- 
essarily the standards which must de- 
termine what is desirable in the public 
interest under § 201(a). 


The original Pen Register records 
introduced into evidence by respond- 
ent show the actual use of its circuits 
between Fort Smith and Poteau for 
the periods March 9 through Septem- 


ber 22, 1936; August 19, 1937, 


‘through January 31, 1938, and Decem- 


ber, 1941, through March 13, 1942. 
50 PUR(NS) 
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This record for the last period during 
1941-2 shows that both circuits were 
busy at the same time for a maximum 
of 27 minutes during petitioner’s 
average busy hour of 10 to 11 
A. M. This represents a “no circuit 
condition” during 45 per cent of the 
total hour. On the average during 
that period, both circuits were busy 
8.4 minutes or 14 per cent of the total 
time during the 10 to 11 a. M. 
hour. Similar “no circuit conditions” 
are shown to have existed by the Pen 
Register records made during the other 
periods. This evidence supports the 
testimony of petitioner’s witnesses 


that, during the busy part of the day, 
calls are delayed between Poteau and 
Fort Smith due to congestion of the 
circuits. 

Although public interest does not 
necessarily require that service be- 


tween Poteau and Fort Smith be com- 
pletely free of busy signals, it is im- 
portant that sufficient circuits be pro- 
vided to take care of the average load 
during the busy hour, without unrea- 
sonable delays. It is my conclusion 
that respondent’s existing facilities 
between Poteau and Fort Smith are 
inadequate to meet this test and that 
additional ones would be desirable in 
the public interest. 


Respondent alleges it now has avail- 
able at least two additional copper or 
phantom circuits between the two 
points, which could be connected with 
negligible expense and that these facil- 
ities are technically superior to’ those 
of petitioner. It further claims that 
the effect of ordering connection with 
petitioner’s lines in Fort Smith is to 
take a portion of respondent’s traffic 
without due process of law. But the 
fact that respondent possesses addi- 
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tional facilities does not dispose of the 
question under § 201(a), (Globe 
Wireless v. The Western Union Teleg. 
Co. supra). Even though it may re- 
sult in less traffic over respondent’s 
lines, an order compelling it to accept 
telephone calls at Fort Smith which 
have originated at petitioner’s ex- 
change, is in no sense a taking of re- 
spondent’s property. On the other 
hand, the existing situation requires 
petitioner to turn over to respondent 
at Poteau traffe originating in peti-j 
tioner’s territory without benefit of 
the haul over its own existing facili- 
ties. This requires petitioner to “short 
haul” itself. The interconnection and 
use of petitioner’s Poteau-Fort Smith 
circuits would prevent the waste of 
such existing communication facilities 
through disuse. 

Respondent’s toll lines between 
Poteau and Fort Smith follow the 
banks of the Arkansas river over a 
considerable portion of their length. 
Petitioner’s toll lines follow a slightly 
more direct route for the most part 
over higher ground. In October, 
1941, respondent’s circuits were out of 
service due to a flood on the Arkansas 
river. Petitioner’s lines were not 
flooded. Again in April, 1942, dur- 
ing a heavy rain, respondent’s Poteau- 
Fort Smith circuits were out of 
service. During the same _ period 
petitioner’s circuits were available for 
intelligible and uninterrupted com- 
munications. Due to the interruptions 
of respondent’s direct circuits, traffic 
in and out of Poteau was sent by in- 
direct routes over other lines of re- 
spondent not normally used. This 
involved delay because additional 
switching was required. 

Furthermore, the’ Commission is 
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officially advised of recent floods, dur- 
ing the month of May, 1943, possibly 
more destructive of telephone service 
in this area than any previous floods. 
During this time there were many 
hours when. telephone service at 
Poteau was completely cut off, and 
others when Poteau could be reached 
only by circuitous and unsatisfactory 
routings. Many of the calls from the 
East detoured some hundreds of 
miles via Dallas, Texas, and McAles- 
ter, Oklahoma. 

Since, as a condition to the order- 
ing of physical connection, petitioner 
has agreed to rehabilitate its line to 
bring it up to whatever standard we 
deem reasonable, it is unnecessary to 
determine whether petitioner’s exist- 
ing facilities are capable of rendering 
satisfactory service. In determining 
a reasonable standard, we should con- 
sider the fact that iron wire circuits 
are satisfactorily used by other in- 
dependent companies comparable in 
size and operating under similar con- 
ditions. 

The Commission has reconsidered 
this case in terms of present facts and 
conditions, The war has imposed a 
heavy strain on telephone facilities, 
including those of respondent. The 
use of complainant’s toll line in ques- 
tion, when equipped to give satisfac- 
tory service, would be in the public 
interest. 

The wrongs committed by the re- 
spondent herein will, unless corrected, 
remain forever a reminder to the pub- 
lic of the arbitrary and hurtful actions 
which can be perpetrated by a power- 
ful monopoly. The ultimate effect of 
such actions will be to destroy com- 


pletely public trust and confidence in 
utility management, which confidence 
is indispensable to the continued ex- 
istence of a unified nation-wide tele- 
phone utility like the Bell System. 

The Commission should find and 
conclude: (a) That it is desirable 
in the public interest that a physical 
connection be ordered between peti- 
tioner’s and respondent’s facilities at 
Fort Smith, Arkansas; (b) that peti- 
tioner and respondent should establish 
a through route over petitioner’s toll 
line circuits from Poteau, Oklahoma, 
to Fort Smith, Arkansas, for all tele- 
phone toll message traffic originating 
at petitioner’s exchanges and destined 
to Fort Smith and points beyond, up- 
on condition (1) that petitioner re- 
habilitate its toll line and circuits 
within ninety days from the effective 
date of such order, so that such line 
and facilities are capable of rendering 
satisfactory service without unreason- 
able interruptions, and file a detailed 
report of such rehabilitation with the 
Commission when such work is com- 
pleted; (2) that petitioner accept all 
telephone toll message traffic tendered 
it by respondent at Poteau; (3) that 
petitioner and respondent establish 
just and reasonable divisions of the 
toll service revenues received by each 
of them through the use of the through 
routes so established over their joint 
facilities; and in the event no agree- 
ment as to such divisions can be 
reached by the parties, the Commission 
will entertain the petition of either 
party and, after further opportunity 
for hearing, prescribe just and rea- 
sonable divisions. An appropriate 
order should be issued in accordance 
therewith. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Cities Service Power & Light 
Company et al. 


[File No. 59-7, Release No. 4489.] 


Intercorporate relations, § 6 — Powers of Commission — Simplification of hold- 
ing company system — Advisory findings — Selection of principal 
integrated system. 

1. The Commission has discretion, although it is under no duty to do so, 
to make advisory findings in a proceeding for simplification of a holding 
company system under § 11(b)(1) of the Holding Company Act, 15 USCA 
§ 79k(b)(1), in order to aid the holding company to indicate a choice of 
the principal integrated public utility system to which it desires to be limited, 
p. 333. 

Intercor porate relations, § 19.8 — Integration of holding company system — Selec- 
tion of principal system — Alternative findings. 

2. The Commission will, in integration proceedings under § 11(b)(1) of 
the Holding Company Act, 15 USCA § 79k(b)(1), indicate what addi- 
tional systems and what other businesses may be retained in addition to 
various integrated utility systems controlled by a holding company, where 
the respondent holding company has failed to indicate a choice of a single 
utility system to which it desires to be limited and where the record per- 
mits the procedure, and it will fix a reasonable time limit for the indication 
of a different choice, p. 333. 


Intercorporate relations, § 19.4 — Simplification of holding company system — 
Single integrated system. 
3. Electric utility properties constitute a single “integrated public utility 
system” within the meaning of § 2(a)(29) (A) of the Holding Company 
Act, 15 USCA § 79b(a) (29) (A), where the companies operate in a rela- 
tively compact geographical area, where their assets are physically inter- 
connected and are operated as a unit with respect to economical power inter- 
change, and where they are amenable to regulation within a single state, 
p. 336. 
Intercorporate relations, § 19.5 — Integration of holding company system — Addi- 
tional systems retainable. 
4. The standards of the (A), (B), and (€) clauses of § 11(b)(1) of the 
Holding Company Act, 15 USCA § 79k, for additional systems retainable 
in a holding company system are cumulative and all must be satisfied to 
permit retention of additional systems, p. 337. 


Intercor porate relations, § 19.5 — Integration of holding company system — Addi- 
tional system retainable — Substantial economies. 
5. The term “substantial economies” in § 11(b)(1)(A) of the Holding 
Company Act, 15 USCA § 79k(b)(1)(A), relating to retention of addi- 
tional systems in order to avoid loss of substantial economies, means “im- 
ee af economies which must be shown by clear and convincing proof, 
. dol. 
50 PUR(NS) 328 





RE CITIES SERVICE POWER & LIGHT CO. 


Intercorporate relations, § 19.6 — Integration of holding company system — Other 
businesses retainable — Economies — Joint use. 
6. That a nonutility system is profitable and enjoys certain advantages from 
its connection with a utility business by virtue of joint use of personnel and 
facilities is irrelevant in determining whether it is “reasonably incidental or 
economically necessary or appropriate” to the utility business so as to be 
retainable in a public utility holding company system, p. 338. 


Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of transportation business. 

7. Retention of a transportation company in a holding company system 
under the “other business” clauses of § 11(b)(1) of the Holding Company 
Act, 15 USCA § 79k(b) (1), is not justified by the sole fact that the trans- 
portation company purchases all its electric energy requirements from an 
electric company which is the principal company in a holding company sys- 
tem, nor by the fact that the area served by the utility is improved by the 
operation of the transit system, p. 338. 


Intercor porate relations, § 19.6 — Integration of holding company system — Re- 
tention of steam heating business. 
8. Retention of a steam heating business in a holding company system is 
permissible under § 11(b)(1) of the Holding Company Act, 15 USCA 
§ 79k(b) (1), where the exhaust steam is provided from the boilers in an 
electric company’s electric plant and the provision of steam makes it possi- 
ble to keep the boilers in a ready condition for electric service p. 338. 


Intercor porate relations, § 19.4 — Integration of holding company system — Single 
integrated system. 


9. Utility properties cannot be found to form a single “integrated system” 
within the meaning of § 2(a)(29)(A) of the Holding Company Act, 15 
USCA § 79b(a)(29)(A), where they are geographically separated from 
each other and are not at present physically interconnected, where outlying 
properties are surrounded by neighboring utility service areas and do not 
form a natural operating cluster with the other properties, and where no 
steps have been taken to make physical interconnection between the proper- 


atility ties, in spite of a claim that such interconnection would result in economy, 
pe p. 343 

rela- , ; ; 

inter- Ma /"tercorporate relations, § 19.3 — Integration of holding company system — Other 


inter- businesses retainable — Economies — Joint use. 
state, 10. The mere showing of economy from joint use of personnel is insufficient 


to justify retention of a gas company in a holding company system under 
§ 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) (1), p. 349. 


Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of steam business. 
11. Retention of a steam business in a holding company system is permissi- 
ble under § 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) 
(1), where the steam business is operationally related to the manufacture 
of electricity and where it has helped to carry the utility’s generating plant 
profitably, p. 350. 
Intercorporate relations, § 19.6 — Integration of holding company system — Other 
businesses retainable — Economies — Joint use. 
12. Savings resulting from the fact that joint purchasing of materials is 
performed for transit as well as other operations of an electric company, 
and from the performance of joint accounting and auditing for all depart- 
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ments, including the transportation department, does not warrant a finding 
that a bus system may be retained in connection with the electric operations 
of the company, under § 11(b) (1) of the Holding Company Act, 15 USCA 
§ 79k(b)(1), p. 350. 

Intercorporate relations, § 19.4 — Integration of holding company system — Single 

integrated system. 

13. A single integrated public utility system” would not result from the 
interconnection of two groups of outlying properties with a third central 
group, although it would result in coordinated operation of each outlying 
group separately with the central group, and even though the central group 
formed a possible part of either of the two outlying groups of properties, 
where it was not shown that the routing and central allocation of power 
as between the two groups of outlying properties would be possible or at- 
tempted upon completion of the interconnection, p. 353. 

Intercorporate relations, § 19.4 — Integration of holding company system — Single 

integrated system. 

14. Utility properties form a single “integrated system” within the mean- 
ing of § 2(a)(29)(A) of the Holding Company Act, 15 USCA § 79b(a) 
(29)(A), although they are in separate corporate ownership, where they 
are operationally and managerially closely linked, where there is energy in- 
terchange and central load dispatching for both properties, and where the 
operating personnel is interchanged as need arises, p. 355. 


Intercorporate relations, § 19.4 — Integration of holding company system — Single 
integrated system. 
15. Utility properties separately owned but operated jointly, physically in- 
terconnected, and located near each other, constitute a single “integrated 
public utility system” within the meaning of § 2(a)(29)(A) of the Hold- 
ing Company Act, 15 USCA § 79b(a) (29) (A), p. 355. 
Intercorporate relations, § 19.4 — Simplification of holding company system — 
Single integrated system — Geographical integration. 
16. Utility properties spread over an area stretching from northern Wyom- 
ing to southern Arizona, whose outer extremities are approximately 900 
miles apart, do not constitute a single “integrated system” within the mean- 
ing of § 2(a)(29)(A) of the Holding Company Act, 15 USCA § 79b(a) 
(29) (A), since they are not located within a single area or region within 
the meaning of that section of the act, p. 358. 
Intercorporate relations, § 19.3 — Integration of holding company system — Com- 
bination of gas and electric properties. 
17. Gas properties may not be retained together with electric properties 
under § 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) (1), 
where the gas operations are small, unprofitable, and customers are con- 
tinually being lost and where the company has made no effort to develop 
existing gas resources or to introduce cheaper gas and promote its use in 
competition with electricity, p. 365. 
Intercorporate relations, § 19.6 — Integration of holding company system — Re- 
tention of water business. 
18. A company owning water rights necessary to supply condensing water 
to steam boilers of an electric company at its principal generating station 
is retainable under § 11(b)(1) of the Holding Company Act, 15 USCA 
§ 79k(b)(1), where the operations of the company are reasonably inci- 
dental and economically necessary and appropriate to the proper function- 
ing of the electric utility system, p. 366. 
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Intercorporate relations, § 19.6 — Integration of holding company system — Re- 


tention of tar business. 


19. Retention of a tar business in a holding company system is not per- 
missible under § 11(b)(1) of the Holding Company Act, 15 USCA § 79k 
(b)(1), where the evidence fails to indicate that the tar works bears any 
relationship to any permissible utility operations of the system, p. 368. 


Intercor porate relations, § 19.6 — Integration of holding company system — Other 


businesses retainable. 


20. That nonutility facilities are proximate to those used in a utility busi- 
ness does not by itself indicate the existence of such a relationship as war- 
rants joint retention under § 11(b)(1) of the Holding Company Act, 15 


USCA § 79k(b) (1), p. 368. 


[August 17, 1943.] 


ROCEEDINGS under § 11(b)(1) of the Holding Company Act 
Pana to integration of public utility systems; order to dis- 
pose of business not retainable under the act entered. Opin- 
ion on petition for rehearing and modification of order, see 


post p. 372. 


APPEARANCES: T. J. Tingley and 


Frank Field, for the Public Utilities 
Division of the Commission; Chap- 
man & Cutler, by Perry M. Chadwick 


and Ralph Huck, and _ Freuauff, 
Burns & Ruch, by Clinton J. Ruch 
and Eugene R. Sullivan, for the re- 
spondents. 


By the Commission: This pro- 
ceeding was instituted with reference 
to Cities Service Power & Light Com- 
pany (hereinafter referred to as 
“Power & Light’) and its subsidiary 
companies to bring about compliance 
with the provisions of § 11(b)(1) of 
the Public Utility Holding Company 
Act of 1935, 15 USCA § 79k(b) (1). 

Section 11(a) of the act provides 
that it shall be the duty of this Com- 
mission to examine the corporate 
structure of registered holding com- 
panies and their subsidiaries, the re- 
lationships among the companies, and 
the character of the interests of, and 
the properties owned or controlled by, 
the holding company system to deter- 
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mine, inter alia, the extent to which 
“the properties and business thereof 
[may be] confined to those necessary 
or appropriate to the operations of 
an integrated public-utility system.” 
Such an examination was made, and 
we issued our notice and order for 
hearing’ pursuant to § 11(b)(1), 
which provides as follows: 

“(b) It shall be the duty of the 
Commission, as soon as practicable 
after January 1, 1938: 

“(1) To require by order, after 
notice and opportunity for hearing, 
that each registered holding company, 
and each subsidiary company thereof, 
shall take such action as the Commis- 
sion shall find necessary to limit the 
operations of the holding-company 
system of which such company is a 
part to a single integrated public- 
utility system, and to such other 
businesses as are reasonably inci- 





1Qur order was duly served, published in 5 
Federal Register 980, distributed to the press 
and through our public release system gen- 
erally. 
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dental, or economically necessary or 
appropriate to the operations of such 
integrated public-utility system; Pro- 
vided, however, That the Commission 
shall permit a registered holding com- 
pany to continue to control one or 
more additional integrated public-util- 
ity systems, if, after notice and oppor- 
tunity for hearing, it finds that— 

“(A) Each of such additional sys- 
tems cannot be operated as an inde- 
pendent system without the loss of 
substantial economies which can be 
secured by the retention of control by 
such holding company of such system ; 

“(B) All of such additional sys- 
tems are located in one state, or in 
adjoining states, or in a contiguous 
foreign country ; and 

“(C) The continued combination 
of such systems under the control of 
such holding company is not so large 
(considering the state of the art and 
the area or region affected) as to im- 
pair the advantages of localized man- 
agement, efficient operation, or the 
effectiveness of regulation. 

“The Commission may permit as 
reasonably incidental, or economically 
necessary or appropriate to the opera- 
tions of one or more integrated pub- 
lic-utility systems the retention of an 
interest in any business (other than 
the business of a public-utility com- 
pany as such) which the Commission 
shall find necessary or appropriate in 
the public interest or for the protec- 
tion of investors or consumers and 
not detrimental to the proper func- 
tioning of such system or systems.” 


The System 
The holding company system of 
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Power & Light*® consists of com- 
panies engaging in the business of 
holding companies, electric and gas 
utilities, utility service companies, 
transportation, real estate, gas trans- 
mission, irrigation, ice manufacturing 
and distribution, steam production 
and distribution, and water service. 
In addition, Power & Light and cer- 
tain of its subsidiaries hold invest- 
ments in noncontrolled utility and 
nonutility companies. A consolidated 
balance sheet of the system for De- 
cember 31, 1940, shows total assets 
at $418,581,352. As of the same date 
Power & Light carried investments in 
and advances to subsidiary com- 
panies at $127,536,070. 

The electric utility operations of the 
system are conducted in the states of 
New Mexico, Ohio, Colorado, Ar- 
kansas, Wyoming, Missouri, Con- 
necticut, Kansas, North Carolina, 
Oklahoma, Washington, Tennessee, 
Arizona, and Virginia, and in Canada. 
Gas utility operations are conducted in 
many of these states and, in addition, 
in the state of Michigan. 

Electric service alone is rendered in 
300 communities with a total popula- 
tion of over 1,500,000. Approxi- 
mately 600,000 customers are served 
with electricity. 

In general, the properties of the 
system are geographically divided into 
the following sectional groups: 

1. The Ohio group, which con- 
sists of utility and nonutility proper- 
ties in the state of Ohio; 

2. The Mid-Continent — group, 

2Power & Light is itself a subsidiary of 
Cities Service Company, as to which proceed- 
ings under § 11 (b) (1) are now pending. 


See our order in Re Cities Service Co. (1941) 
Holding Company Act Release No. 2867. 
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which consists of utility and nonutil- 
ity properties in the states of Arkan- 
sas, Kansas, Missouri, and Oklahoma ; 

3. The Rocky mountain group, 
which consists of utility and nonutil- 
ity properties in the states of Arizona, 
Colorado, New Mexico, and Wyom- 
ing; and 

4. “Scattered” properties located 
in Connecticut, Michigan, North 
Carolina, Tennessee, Virginia, and 
Washington. At the time of hearing 
the system controlled properties in 
New Brunswick, Canada. 

The standards of § 11(b)(1) are 
to be applied not only to the system 
of Power & Light as a whole, but to 
also that of its subsidiary Federal 
Light & Traction Company (“Fed- 
eral”),® itself a registered holding 
company. Certain minor properties 
in Arkansas were at the time this 
record was made controlled through 
Central Arkansas Public Service Cor- 
poration, a subsidiary of Federal and 
a registered holding company. These 
properties are no longer part of the 
Power & Light system, and we shall 
not discuss them in this opinion. 

Certain data with respect to the 
system as a whole will be found in the 
appendices attached hereto. [Omitted 
herein. } 

Appendix A is a corporate chart of 
the system. 


Appendix B is a map of the elec- 
tric operations of the system.* 

Appendix C is a map of the gas 
operations.* 

Appendix D is a map showing focal 
points in the operations of the system 
and their distances from general head- 
quarters of the system.* 


The Application of § 11(b)(1) to 
Power & Light 


1. The “Single” System * 

[1, 2] Power & Light has not indi- 
cated which of its utility systems it 
prefers as its single system. Its fail- 
ure to do so is based on its desire, as 
stated, to be free to dispose of proper- 
ties without being a forced seller as to 
its major nonretainable holdings. We 
give little weight to this contention. 
Sale is only one of the many means of 
divestiture which may be used in com- 
pliance with orders of disposition. 
Power & Light desires also to know 
what it may retain on the basis of al- 
ternative single systems before com- 
mitting itself to a specified system. 
Whether such an opinion should be 
rendered is a matter completely with- 
in our discretion. Re Engineers Pub. 
Service Co. (1941) 9 SEC 764, 40 
PUR(NS) 1. 


Where, as here, a record permits 





$Power & Light, Federal, and Central 
Arkansas are the only registered public utility 
holding companies in the Power & Light sys- 
tem. Public Service Company of Colorado is 
a public utility holding company and an operat- 
ing company, but its operations and those of 
its subsidiaries are confined chiefly to the 
state of Colorado. It has, therefore, claimed 
exemption pursuant to Rule U-2 of the gen- 
eral rules and regulations adopted pursuant 
to the act. 

However, Power & Light’s holdings in Pub- 
lic Service Company of Colorado are subject 
to § 11(b) (1), and the retainability of hold- 
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ings in Public Service Company of Colorado 
will be dealt with in this opinion as an issue 
in the integration proceedings with respect to 
Power & Light. 

4 The term “single” system is used to desig- 
nate the single integrated public-utility system 
to which § 11(b)(1) requires limitation, and 
with respect to which the issues as to “addi- 
tional” systems under Clauses (A), (B), and 
(C) of that section must be tried. We have, 
on occasion, used the term “principal system” 
as a convenient synonym for “single” system. 

* Not reflecting changes since time of prep- 
aration of record. 
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the procedure, it is feasible to indi- 
cate what may be kept in connection 
with alternative single systems, as an 
aid in compliance with § 11(b)(1). 
Re Engineers Pub. Service Co. supra; 
Re The Commonwealth & Southern 
Corp. (1940) 7 SEC 369; (1941) 
Holding Company Act Release No. 
2626, 38 PUR(NS) 39. We shall, 
therefore, indicate, so far as the 
record permits, which utility systems 
and nonutility businesses may be re- 
tained in each of the three geograph- 
ical sections (Ohio, Mid-Continent 
and Rocky Mountain) to which the 
issues in this case have been limited.® 

Counsel for the Public Utilities 
Division has contended that we 
should not accede to the request of 
Power & Light for alternative find- 
ings as to retainable properties in 
each of the three sections. It is urged 
that the assets and earnings of the 


companies in the Ohio and Rocky 
mountain sections are so much larger 
than those of the Mid-Continent sec- 
tion that a system in the Mid-Con- 
tinent section will not be chosen as the 


principal system. In fact, counsel for 
Power & Light has indicated that the 
company would probably choose to 
confine its operations either to the 
Ohio or Rocky mountain sections. 
Counsel refused, nevertheless, to 
“foreclose” another choice by the 
management on the ground that the 
possibility of advantageous disposi- 
tions of the Ohio and Rocky moun- 
tain properties might open the pos- 
sibility of a choice of the Mid-Con- 
tinent companies. Our concern is 


that Power & Light shall limit itself 
“as soon as practicable” (§ 11(b)) to 
a single integrated public utility sys- 
tem and such additional integrated 
utility systems and nonutility busi- 
nesses as may be retainable. We are 
not now concerned with whether its 
operations should be limited on the 
basis of a single system in any par- 
ticular one of the three geographical 
sections and if, therefore, compliance 
may be aided by findings as to all 
three geographical sections, we be- 
lieve that they should be made. 

However, we do not believe that 
compliance with the act or effective 
procedure is promoted by issuing an 
order which does not, in terms, re- 
quire any divestment but, rather, per- 
mits the exercise of a leisurely choice 
by the respondents. Re The North 
American Co. (1942) Holding Com- 
pany Act Release No. 3405, 43 PUR 
(NS) 257, affirmed (1943) The 
North American Co. v. Securities and 
Exchange Commission, 47 PUR 
(NS) 6, 133 F(2d) 148; Re En- 
gineers Pub. Service Co. (1942) 
Holding Company Act Release No. 
3796, 46 PUR(NS) 68.8 Only by 
expressly ordering divestment based 
upon a designated single system and 
fixing a reasonable time limit for the 
indication of a different choice can 
we be assured that an effective order 
is issued and that compliance will 
proceed expeditiously. 


2. Limitation of the Issues 
Power & Light has indicated that 
if a single system is designated in one 





5 As we shall note infra, the contentions of 
counsel for the respondents and the record are 
such as to limit the issues in this opinion to 
a determination of what properties within 
each of the geographical sections may be re- 
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tained in connection with a principal system 
in that section. 

6In each of these cases we ordered divest- 
ment based on a single integrated system. 
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of the three main geographical sec- 
tions, no question is raised as to the 
retention of any of the scattered 
properties.’ Further, the record has 
been built on the theory that proper- 
ties in each section are to be treated 
separately. No evidence has been in- 
troduced which would permit us to 
make findings that properties in one 
sroup may be retained in connection 
with properties in another. No find- 
ings have been requested and no ar- 
gument has been made as to such re- 
tention. Thus, counsel for the re- 
spondents have so limited the issues 
that we need make findings as to the 
retention of nonutility businesses and 
additional utility systems in any of 
the three geographical sections with 
respect only to a single system in the 
same section.® 


We shall proceed to discuss the 
Ohio, Mid-Continent and Rocky 
Mountain properties in the order 
named, setting forth in each case what 
properties may be retained in addi- 
tion to a single system in each of the 
three groups, and what nonutility 
businesses may be retained in connec- 
tion with permissible utility opera- 
tions. 


The Ohio Properties 
The following system utility com- 
panies operate in the state of Ohio: 


Type 


Company 
ys ao Public Service Com- 


Electric 
Electric 
and Gas 


The ‘Ohio Public Service Company .. 
The Toledo Edison Company 


Each of these companies is a direct 
subsidiary of Power & Light. 





7A glance at the map (Appendix B) will 
reveal that, in general, the scattered properties 
are located in states which, under the stand- 
ard of Clause (B) of § 11(b) (1), do not ad- 
join any state in which any of the properties 
in the three main groups is located. The ex- 
ceptions are the Citizens Gas Fuel Company, 
whose properties are located in Michigan, 
which adjoins Ohio, in which one of the three 
principal groups is located, and that part of 
the East Tennessee Light & Power Company 
properties located in Tennessee, which adjoins 
Missouri and Arkansas. For a full discussion 
of the requirements of Clause (B), see Re 
Engineers Pub. Service Co. 9 SEC 764, 40 
PUR(NS) 1. 

8In early stages of the proceeding counsel 
for respondents stated that they planned to 
demonstrate the feasibility of interconnecting 
the Mid-Continent and Rocky Mountain prop- 
erties. This proof was never made, and an 
intention to abandon it was expressed by coun- 
sel for respondents. 

® Power & Light and its parent, Cities Serv- 
ice Company, have filed, jointly, a plan of al- 
leged compliance with § 11(b9 (1) pursuant 
to § 11(e). At the conclusion of the oral 
argument before us, counsel for the Public 
Utilities Division of the Commission offered 
the plan in evidence. Although offered with- 
out objection by respondents, we reserved de- 
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cision upon whether the plan would be ad- 
mitted as part of the record in this proceed- 
ing. The plan provides for the transfer of the 
holdings of Power & Light to three regional 
corporations, to be designated as Ohio Re- 
gional Corporation, Mid-Continent Regional 
Corporation,‘and Rocky Mountain Regional 
Corporation. The securities of present Power 
& Light subsidiaries in each of the respective 
geographical sections would be transferred to 
these corporations, Power & Light would be 
merged with its parent, Cities Service Com- 
pany, and stock of the regional corporations 
is to be offered in exchange for Cities Service 
Company’s preferred stock. Hearings have 
not been held on the plan, as such, but we 
have ordered that the record herein shall be 
deemed a part of the record to be made at 
any hearings which may be held upon the plan. 
Re Cities Service Co. Holding Company Act 
Release No. 3067, October 11, 1941. 

We do not deem it necessary to decide 
whether the plan as a matter of evidence (ex- 
cept as it indicates respondents’ views on 
the limitation of issues) is relevant to these 
proceedings. It does no more than express 
a set of contentions respecting the meaning 
of § 11. We have such contentions before us 
in this proceeding and in the proceeding re- 
specting Cities Service Company, and we shall 
dispose of them in those proceedings. 


50 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


Nonutility businesses are conducted 


by the following companies: 
Company 1° Business 

The — Traction : 
Com Transportation 

The Sexietics Valley Trans- 
portation Company 

The Lake Shore Coach Com- 
pany 

Stark: Trahsit, Inc. o0..2. 0% 

The a Building Com- 


Transportation 


Transportation 
Transportation 


The Proledo & Indiana Realty 
Company Realty 
Gross operating revenues for the 

group for 1939, and carrying value 

of net plant as of December, 1939, 

were as follows: 


Gross 
Operating 
Revenue * 

$148,417 
11,266,505 


11,322,991 


Net 
Property * 


$737,335 
46,398,162 
62,538,078 


Utilities : 
Alliance Public Serv- 
ice Co., 
Ohio Public Service 
Co., The 
Toledo 
I 


Edison Co., 


* The Commission makes no findings as to 
these amounts. The estimates are set forth 
herein merely to indicate comparative sizes 
of the companies involved. 


Gross 
Operating 
Revenue 


$57,205 


Net 
Property 
$63,792 
9,960 
6,068,338 
22,078 
169,901 


244 


Nonutilities : 
Stark Transit, Inc. . 
Electric Building Co., 
The 

Community Traction 
Co., The 

Maumee Valley 
Transp. Co., The .. 

Lake Shore Coach 
Co., Th 

Toledo & 
Realty Co. 

Summary: 

Total Utility Com- 
panies 
Total Nonutility 


1,980,398 
62,329 
324,269 
22,030 


$22,737,913 $109,673,575 
2,446,231 6,334,313 
Total: $25,184,144 $116,007,888 


10 Power & Light holds direct interests in 
Community Traction and Lake Shore Coach. 
Stark Transit is a subsidiary of Alliance 
Public Service, and Electric Building is a sub- 
sidiary of Stark Transit; Toledo & Indiana 
Realty is a subsidiary of Toledo Edison; and 
Maumee Valley is a subsidiary of Community 
Traction. (See Appendix A.) 
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A. Utility Properties 

1. Electric 

[3] The Toledo Edison Company, 
The Ohio Public Service Company, 
and The Alliance Public Service Com- 
pany operate generating plants, trans- 
mission lines, and distributing facil- 
ities in a compact strip of territory in 
northern Ohio and in four smaller ter- 
ritories in the northeastern portion of 
the state. The group properties in 
the smaller areas are physically inter- 
connected by means of group-owned 
transmission lines with each other 
and with the main service areas. The 
entire service area is approximately 
200 miles from east to west, and is 
irregular in width. A map showing 
transmission lines and connections in 
the area will be found in the official 
files of the Commission; it is not gen- 
erally distributed. 

Toledo Edison serves an area 
which includes the city of Toledo and 
neighboring communities, with a total 
population of about 500,000. Its 
service area adjoins that of Ohio 
Public Service in the north-central 
part of the state. The properties of 
the two companies are interconnected 
by an open-end 132 kilovolt trans- 
mission line approximately 225 miles 
long, as well as by subtransmission 
lines of lower voltage. There is 

11 The principal generating plant of The 
Toledo Edison Company is at the western 
terminus of the 132-kilovolt transmission line. 
The eastern terminus is at the principal plant 
of The Ohio Public Service Company, the 
Mahoningside plant at Warren. 

With the exception of one small hydro plant 
near Defiance in the southern part of the serv- 
ice area of Toledo Edison, all generating 
plants are steam plants. 

The lines of Toledo Edison interconnect 
with those of Ohio Power Company, a non- 
associate company, south of Toledo. The lines 
of Ohio Public Service also interconnect with 


Ohio Power Company at points near Ashland, 
Mansfield, and Massillon. 
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interchange of energy and joint plan- 
ning as to generation and transmis- 
sion of energy and use and erection 
of facilities. 

The companies operate in a rela- 
tively compact geographical area. 
Their assets are physically intercon- 
nected, and they can be, and are, 
operated as a unit with respect to 
economical power interchange. They 
are amenable to regulation within a 
single state. We find that the elec- 
tric utility properties of The Toledo 
Edison Company, The Ohio Public 
Service Company, and The Alliance 
Public Service Company constitute a 
single “integrated  public-utility sys- 
tem” within the meaning of § 2 (a) 
(29) (A) of the act, 15 USCA § 79 
b (a) (29).™ 


2. Gas Properties 
[4, 5] The only gas utility opera- 


tions in this group are those carried 
on by Toledo Edison which supplies 
natural gas to the towns of Defiance 
and to Delta. Defiance, with a pop- 
ulation of 8,830 has 1,273 customers 
for this service; Delta, with a popula- 
tion of 1,970, has 221 customers. 
Gross revenues from these two sources 
in 1939 were about $43,000, or 4/10 
of one per cent of Toledo Edison’s 
total gross revenues.¥ 

Although it was recognized by 
counsel for respondent and for the 
Public Utilities Division that electric 
and gas properties may not together 
constitute a single integrated public- 
utility system, they join in urging us 
to find that these gas properties may 
be retained as a system additional to 
the electric utility system described 
above. Since the gas and electric 
operations are conducted in the same 
state, retention of the gas properties 





12Section 2(a) (29) (A) defines an “inte- 
grated electric utility system” as one—“ . . 
consisting of one or more units of generat- 
ing plants and/or transmission lines and/or 
distributing facilities, whose utility assets, 
whether owned by one or more electric util- 
ity companies, are physically interconnected 
or capable of physical interconnection and 
which under normal conditions may be eco- 
nomically operated as a single interconnected 
and coérdinated system confined in its opera- 
tions to a single area or region, in one or 
more states, not so large as to impair (con- 
sidering the state of the art and the area 
or region affected) the advantages of lo- 
calized management, efficient operation, and 
the effectiveness of regulation; i 
13 This description exhausts the evidence as 
While it is 
insufficient to permit us to find that these 
properties constitute one or more integrated 
systems in accordance with § 2(a)(29)(B) 
(see infra this note) we shall deal with the 
claim that these properties are permissible ad- 
ditional “integrated” systems under Clauses 
(A), (B), and (C), as though § 2(a) (29) 
) were satisfied. That section defines an 
integrated gas utility as one ‘ . consist- 
ing of one or more gas utility companies which 
are so located and related that substantial 
economies may be effectuated by being operat- 
td as a single coérdinated system confined in 
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its operations to a single area or region, in 
one or more states, not so large as to impair 
(considering the state of the art and the area 
or region affected) the advantages of local- 
ized management, efficient operation, and the 
effectiveness of regulation : Provided, That 
gas utility companies deriving natural gas 
from a common source of supply may be 
deemed to be included in a single area or 
region.” 

In view of the concession of counsel (see 
infra) and our disagreement with the basis 
upon which it was made, we have determined 
to afford to respondents in this proceeding 
a further opportunity to adduce evidence as 
to the retainability of certain gas properties 
in connection with electric systems operated 
in the same areas with the respective gas sys- 
tems. In no instance in this record are we 
able to find that gas properties constitute 
integrated systems under § 2(a)(29)(B). It 
will be necessary, therefore, upon the intro- 
duction of evidence as to retainability of the 
gas properties, that evidence be introduced 
also with respect to their compliance with 
§ 2(a)(29)(B). It will be recalled that the 
(A)(B)(C) clauses of § 11(b)(1) can ap- 
ply only to additional integrated systems. 

14 See Re Columbia Gas & E. Corp. (1941) 
8 SEC 443, 37 PUR(NS) 288; Re The Unit- 
ed Gas Improv. Co. (1941) 9 SEC 52. 
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would not violate Clause (B) of § 11 
(b)(1). However, the (A), (B), 
(C) standards are cumulative. All 
must be satisfied before retention may 
be permitted, and the only evidence 
adduced to support such a finding, 
under Clause (A), consists of state- 
ments that the gas and electric opera- 
tions are carried on by some of the 
same employees both in Defiance and 
Delta with resulting economies, and 
that in Defiance the gas system is 
operated under the same franchise as 
the electric system.” 

Clause (A) of § 11(b)(1) pro- 
vides that the Commission may per- 
mit a registered holding company to 
continue to control one or more ad- 
ditional integrated public utility sys- 
tems if it finds that each of such ad- 
ditional systems—“. cannot be 
operated as an independent system 
without the loss of substantial econ- 
omies which can be secured by the 
retention of control’”—by the holding 
company. We have had under recent 
consideration the problems arising un- 
der Clause (A) in the retention of gas 
and electric utilities under common 
control.4® Our opinions make it 
clear that “substantial” economies 
means “important” economies, and 


that respondents, relying upon an ex. 
ception to the general policy of the 
statute, must show by clear and con- 
vincing proof that Clause (A) is sat- 
isfied. The record in this proceeding 
does not afford sufficient proof.” 
Upon considering the record, and 
in view of the concessions of counsel 
for the Public Utilities Division, we 
have concluded that we ought not to 
make findings now on whether the 
electric and gas systems may be re- 
tained together in view of the re- 
quirements of Clause (A). We shall 
provide an opportunity for the pres- 
entation of further evidence on this 
issue. Such evidence should, in addi- 


tion, permit us to make findings as to 
whether the gas properties form an 
integrated system or systems within 
the meaning of § 2(a)(29)(B).¥ 


B. Nonutility Properties 

[6-8] Counsel for the Public Util- 
ities Division of the Commission and 
counsel for the respondents have con- 
curred in recommending that we find 
all the nonutility businesses in the 
Ohio group retainable under the 
standards of § 11(b)(1). The con- 
currence of counsel, however, does 
not change our statutory duties. We 





15 A witness for the respondent has testified 
that, by reason of the common franchise, the 
company has been advised that it would be 
“difficult or impossible to dispose of the gas 
property without at the same time disposing 
of the electric property.” If it were impossi- 
ble to separate the enterprises for franchise 
reasons, or necessary to abandon the gas 
operations to comply with an order under 
§ 11(b) (1), that fact might be relevant to a 
determination of whether separation could 
feasibly be ordered. However, proof and fur- 
ther argument are necessary to determine the 
precise status of the franchise. 

16Re The North American Co. (1942) 
Holding Company Act Release No. 3405, 43 
PUR(NS) 257; Re Engineers Pub. Service 
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Co. (1942) Holding Company Act Release 
No. 3796, 46 PUR(NS) 68. 

17In The North American Case, because of 
the novelty of the problem and the possibility 
that further evidence might result in favor- 
able findings, we made no order requiring 
divestment of gas properties, but reserved the 
question for further determination. Sufficient 
evidence existed in the Engineers Case to as- 
sure that no use would be served by further 
hearings, and we there ordered such divest- 
ment. 

18 The respondents may be aided in prepara- 
tion for further proof by a study of our order 
respecting further evidence on gas properties 
in the North American system. See Re The 
North American Co. Holding Company Act 
Release No. 4106, February 10, 1943. 
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may make the affirmative findings 
necessary to permit retention of a 
nonutility business only if the record 
shows that such retention satisfies 
the criteria of § 11(b)(1). And we 
do not, respecting nonutility proper- 
ties, deem it necessary to reopen the 
record generally in view of the con- 
essions of counsel. It is clear that 
respondents cannot have been misled 
as to their duty respecting the burden 
of proving the retainability of non- 
utility investments. _ While these 
hearings were in progress and before 
submission of the case to us for de- 
cision, we announced very plainly that 
we must be shown affirmatively that 
sich interests were-retainable.’® The 
decision on the issues respecting other 
businesses must stand on the record 
as respondents have made it. 


Section 11(b)(1) requires the 


Commission to limit the operations of 


a registered holding company to per- 
missible public utility systems and to— 
" such other businesses as are 
reasonably incidental, or economical- 
ly necessary or appropriate to the 
operations of such integrated public- 
utility system. Po 

The section further provides: 

“The Commission may permit as rea- 
sonably incidental or economically 
necessary or appropriate to the opera- 
tions of one or more integrated public- 
utility systems the retention of an in- 
terest in any business (other than the 
business of a public-utility company 
as such) which the Commission shall 
fnd necessary or appropriate in the 
public interest or for the protection 
of investors or consumers and not 


detrimental to the proper functioning 
of such system or systems.” 

These provisions must be construed 
in the light of the statutory policy to 
achieve “economy of management 
and operation” and the “integration 
and coordination of related operating 
properties.” *° 

Much of the proof as to the retain- 
ability of the nonutility properties in 
this record relates to joint use of per- 
sonnel and facilities between utility 
and nonutility operations and to the 
profitableness of the nonutility busi- 
nesses. We have noted in previous 
opinions ** that unless economies re- 
sulting from joint use of personnel 
are economies iu the operation of an 
integrated utility system or systems, 
they have little bearing on the ques- 
tion of retention. The fact that a 
completely unrelated business enjoys 
certain advantages from its connec- 
tion with a utility business is irrele- 
vant in determining whether the non- 
utility business is “reasonably inci- 
dental, or economically necessary or 
appropriate’ to the wtility business. 
Conversely, some advantages in com- 
mon use of personnel may be found 
resulting to utility operations from 
their connections with even the most 
unrelated types of properties. As we 
said in Engineers Public Service 
Company Case, supra: “Joint use of 
personnel is common to practically all 
cases of joint control of utility and 
nonutility businesses.” It is “per- 
fectly compatible with a combination 
whose components are not even re- 
motely incidental, although owned and 
operated under common control.” 





19See Re The United Gas Improv. Co. 
(1941) 9 SEC 52. 

See § 1(b) (4). 

21Re The North American Co. (1942) 
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Holding Company Act Release No. 3405, 43 
PUR(NS) 257; Re Engineers Pub. Service 
Co. (1942) Holding Company Act Release No. 
3796, 46 PUR(NS) 68, 80. 
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The same is true of the fact that a 
nonutility business is profitable. To 
give controlling weight to these ad- 
vantages, absent a relationship which 
is compatible with “economy of man- 
agement and operation” of the utility 
business and the “integration and co- 
Ordination of related operating prop- 
erties” is to ignore the command of 
the statute.” 

1. Power & Light at the time of 
the hearing owned all the bonds of the 
Community Traction Company® 
($6,102,000), and substantially all its 
preferred stock (99.6 per cent; $1,- 
458,950 par value).* The company 
operates trolley cars, trolley coaches, 
and motor coaches in the city of To- 
ledo. Average yearly net operating 
revenues have been approximately 
$200,000 for the five years from 1935 
through 1939. 

The only evidence offered in 
support of the retainability of invest- 
ments in Community Traction Com- 
pany was that the company purchases 
all its electric energy requirements 
from Toledo Edison; and the record 
contains a statement that “the terri- 
tory served by Toledo Edison is im- 
proved by having an adequate trans- 
portation system [Community Trac- 
tion] to attract the industries to that 
locality.” The claim that a customer 
relationship between a nonutility com- 
pany and a public utility company sat- 
isfies the standards of the “other busi- 
ness” clauses, has already been twice 


rejected. The North American Com- 
pany Case, supra; Engineers Public 
Service Company Case, supra.™ We 
find no warrant for accepting it here. 
The function of distributing electric- 
ity does not, in ordinary contempla- 
tion, or under the act, comprehend 
ownership of the customers as “rea- 
sonably incidental or economically 
necessary or appropriate.” 

The argument respecting the im- 
provement of the area by the location 
of the transit properties has little 
point in this proceeding. The issue 
is not whether such properties should 
be abandoned and dismantled, but 
whether they are properly to be joint- 
ly owned with utility properties. 
There is nothing in the record to in- 
dicate that the achievement of benefit 
to the area by the location of transit 
properties is, in any way, dependent on 
Power & Light’s ownership of in- 
vestments therein. They must be dis-| 
posed of. 

2. Community Traction owns all 
the common stock, the only securities 
outstanding, of The Maumee Valley 
Transportation Company. That com- 
pany operates busses between Toledo, 
Perrysburg, and Maumee, and within 
the city limits of Toledo, where it 
operates in conjunction with Com- 
munity Traction. In 1939 the Mau- 
mee Company had gross revenues of 
approximately $62,000. There is no 
evidence on which we could base a 
finding that the Maumee Company§ 





22 Section 1(b) (4). The court of appeals 
for the second circuit has recognized the ne- 
cessity of reading the “other business” clauses 
in the light of the statutory policy of achiev- 
ing codrdinated and related operations. See 
The North American Co. v. Securities and 
Exchange Commission (1943) 47 PUR(NS) 
6, 133 F(2d) 148. 

23 The acquisition of $2,700,000 principal 
amount of these bonds by the Community 
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Traction Company from Power & Light was 
approved by us on September 5, 1941, Hold- 
ing Company Act Release No. 2984. 

4The city of Toledo owns the $10,000,000 
of common stock of this company; $1,900,00 
is owned outright, and $8,100,000 is held in 
trust for the city, subject to payment therefor. 

25 Similar arguments with respect to the re- 
tention of transit properties were made in both 
cases. 
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meets the standards for retainability 
under § 11(b) (1). 

3. Power & Light owns all the out- 
standing securities (common stock) 
of The Lake Shore Coach Company, 
which operates an interurban bus sys- 
tem between Toledo, Sandusky and 
Cleveland, and also between Lorain 
and Elyria. Lake Shore’s gross rev- 
enues for 1939 were $324,000 and its 
net operating revenues were about 
$10,000. Except for the fact that 
Lake Shore operates in the service 
areas of both Toledo Edison and Ohio 
Public Service,\there is no indication 
of any relationship of Lake Shore to 
the operations of the utilities in this 
group, and its divestment must be or- 
dered. 

4. Stark Transit, Inc., a subsidiary 
of The Alliance Public Service Com- 
pany, operates busses between Canton 
and Alliance. Its gross operating 
revenues are negligible. There is no 
evidence warranting retention of this 
company, and disposition must be or- 
dered. 

5. The Electric Building Company 
(subsidiary of Stark Transit, Inc.) 
and the Toledo & Indiana Realty 
Company, a subsidiary of The Toledo 
Edison Company, conduct real estate 
operations. There is no evidence in 
the record concerning the operations 
of these companies. Lacking ev- 
idence showing a permissible relation 
between these operations and the util- 
ity operations, we must conclude that 
they cannot be retained, and their 
divestment must be ordered. 

6. Ohio Public Service operates, 
corporately, a short interurban electric 
railroad which runs between Port 
Clinton and Toledo and which is used 
exclusively for freight carriage. The 
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operation of the road is necessary to 
service one of the company’s large 
electric customers, which ships its 
product over the road. The right 
of way is used for a 33-kilovolt trans- 
mission line which interconnects Ohio 
Public Service with Toledo Edison. 
Gross operating revenues for the in- 
terurban electric railway operations 
amount to $100,000 per annum. 

It has not been shown that either 
the continuation of service to Ohio 
Public Service’s customers or the 
maintenance of its transmission line 
on the right of way depend on con- 
tinued ownership of the railway prop- 
erties by Ohio Public Service. No 
such connection between the opera- 
tions of the railway property and the 
utility business of Ohio Public Serv- 
ice has been shown as warrants a find- 
ing that the railway properties may be 
retained.* 

7. Alliance Public Service oper- 
ates a passenger bus system between 
the cities of Alliance and Canton. 
Gross revenues from these operations 
amount to about $125,000 per annum. 
The operation has been characterized 
as “distinctly minor” and this is the 
only evidence offered to support its 
retention. We must order disposal of 
the bus properties conducted by Al- 
liance Public Service. 

8. Toledo Edison conducts, cor- 
porately, heating operations in the 
city of Toledo. Two types of service 
are rendered: a steam heating (pro- 
vided through facilities physically 
connected with generating properties) 
and a hot water heating service. Ex- 

26 See the discussion with respect to St 
Louis and Belleville Electric Railway Com- 


pany, in The North American Company Case, 
supra. 





50 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


haust steam is provided from the 
boilers in an operating generating 
plant and the provision of steam 
makes it possible to keep boilers in a 
ready condition for electric service. 
This evidence satisfies us that the 
steam heating business is retainable.™ 

However, the same is not true of 
the hot water operations, which form 
a unit not connected with and dis- 
tinct from the steam and electric 
properties. The hot water heating 
system was acquired in the course of 
growth of the company in connection 
with the acquisition of small electric 
generators and noncondensing steam 
engines. Although the old equipment 
has been abandoned for electric pur- 
poses, the boilers are still operated to 
provide hot water heat. There is 
thus a complete operational separa- 
tion between the hot water heating 
and the electric systems. Since there 
is no other evidence of relationship 
between the hot water and electric 
operations, we must find the former 
to be nonretainable.* 


Conclusions with Regard to the Ohio 
Properties 

Our conclusions with regard to the 
Ohio group of properties are that: 

(1) The electric utility properties 
of The Toledo Edison Company, The 
Ohio Public Service Company, and 
The Alliance Public Service Company 
constitute a single “integrated public- 
utility system” within the meaning of 
§ 2(a) (29) (A) of the act. 


(2) The steam-heating operations 
of The Toledo Edison Company are 
reasonably incidental or economically 
necessary or appropriate to the elec- 
tric operations of the Ohio companies, 

(3) The businesses conducted by 
Community Traction Company, Stark 
Transit, Inc., The Maumee Valley 
Transportation Company, the Lake 
Shore Coach Company, The Electric 
Building Company and the Toledo & 
Indiana Realty Company; the electric 
railroad business of The Ohio Public 
Service Company, the bus operations 
of The Alliance Public Service Com- 
pany and the hot water-heating sys- 
tem of The Toledo Edison Company, 
are not reasonably incidental or eco- 
nomically necessary or appropriate to 
any of the local utility operations of 
Power & Light, and may not be re- 
tained. 

(4) We make no findings at this 
time as to the application of § 2(a) 
(29) (B) to the gas operations or con- 
cerning the retention in combination 
of the electric and gas utility systems 
in the Ohio area. 


The Mid-Continent Properties ® 
Electric and gas utility, water, 
transportation, and steam businesses 
are conducted by system companies in 
a section including Missouri, Kansas, 


Oklahoma, and Arkansas. The fol- 
lowing system utility companies oper- 
ate in the Mid-Continent territory: 





27 See discussion with respect to steam prop- 
erties in The North American Company Case, 
supra. 

8 It may be noted that Toledo Edison con- 
templates “at rather an early period the en- 
tire disappearance” of this service. 
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29 Both Power & Light and Federal control 
properties in the Mid-Continent territory. As 
we shall note, the Springfield properties (con- 
trolled by Federal) form part of a larger sys- 
tem whose major components are owned by 
Power & Light subsidiaries. 
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Company Type 
Benton County Utilities Corpora- 
tion * Electric 
City Light and Traction Company *.. Electric 
and Gas 
The Doniphan County Light & Power 
Company * 
The Empire District Electric Com- 
ny * Electric 
Lawrence County Water, 
Cold Storage Company * 
St. Joseph Railway, Light, Heat & 
Power Company * 
Springfield Gas and Electric Com- 


pany ** 


Electric 


Electric 


Electric 
and Gas 


* Direct subsidiary of Power & Light. 
** Subsidiary of Federal (a subsidiary of 
Power & Light). 


The gross operating revenues for 
1939 and net plant as of December 31, 
1939, of the electric and gas utilities 
in this group, as well as of the non- 
utilities, were as follows: 


Gross 
Operating Net 

Utilities : Revenue** Property** 

Benton County Utili- 
ties Corp.* 

City Light and Trac- 
tion Co. 

The Doniphan County 
Light & Power 
Company 

The Empire District 
Electric Company * 

Lawrence County 
Water, Light & Cold 
Storage Company * 

Springfield Gas and 
Electric Company*.. 

St. Joseph Railway, 
Light, Heat & Pow- 
er Company * 


$44,802 
545,821 


$274,238 
3,074,417 


15,710 
3,431,852 


17,999 
22,669,841 


196,289 
2,017,171 


893,671 
5,327,784 


2,823,441 = 12,512,154 





$9,075,086 $44,770,104 


* Also own and conduct nonutility busi- 
nesses, 

** No findings as to these amounts are made 
herein. The estimates are set forth merely 
for the purpose of indicating the relative sizes 
of the companies involved. 


The major electric utility service 
area in the Mid-Continent territory 
lies in the southwestern part of Mis- 
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souri and overlaps into southeastern 
Kansas, northeastern Oklahoma, and 
northwestern Arkansas. In this area 
operations are conducted by Empire 
District Electric Company, Spring- 
field Gas and Electric Company, 
Lawrence County Water, Light & 
Cold Storage Company, and Benton 
County Utilities Corporation. The 
Power & Light system serves two 
smaller areas in the Mid-Continent 
section: one in central Missouri sur- 
rounding the city of Sedalia, served 
by City Light and Traction Company ; 
another in northwestern Missouri 
(with a small extension into north- 
eastern Kansas), surrounding the city 
of St. Joseph, served by St. Joseph 
Railway, Light, Heat & Power Com- 
pany, and Doniphan County Light & 
Power Company—the latter operat- 
ing in Kansas. 

The main system transmission facil- 
ities serving the area are shown in a 
map found in the official files of the 
Commission but not generally dis- 
tributed. (The map reflects the facts 
as of the time the record was built and 
shows the properties held through 
central Arkansas as part of the Mid- 
Continent group. ) 


A. The Single System in the Mid- 
Continent Area 

[9] Although no express designa- 
tion of a single system in this area has 
been made, the arguments of respond- 
ents respecting the retention of elec- 
tric utility properties assume the 
major electric utility service area in 
the southwest Missouri area as the 
single system, and on this basis evi- 
dence has been introduced to show 
that the broken areas around Sedalia 
and St. Joseph form part of an inte- 
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grated system whose major component 
is the southwest Missouri properties.” 


1. The Problem of Holdings through 

Federal 

One of the constituent companies 
in the southwest Missouri area of the 
Power & Light system is Springfield 
Gas and Electric Company. This 
company is a subsidiary of Federal, 
itself a subsidiary of Power & Light. 
Federal controls, through other sub- 
sidiaries, extensive properties in the 
states of Arizona, New Mexico, Colo- 
rado, and Wyoming. The applica- 
tion of § 11(b)(1) to Federal, a reg- 
istered holding company, would re- 
quire Federal to limit its operations 
to either the western area or to Mis- 
souri, since Clause (B) of § 11(b) 
(1). automatically prevents retention 
of properties in both areas. If Fed- 
eral should limit itself to its western 
operations, the Springfield electric 
utility properties could be retained by 
Power & Light together with retain- 
able Mid-Continent properties only by 
an intra-system transfer. The record 
indicates that the Springfield electric 
utility properties are part of the inte- 
grated electric utility system serving 
the southwest Missouri area, and we 
so find. Although an application for 
approval of an acquisition by Power 
& Light of the. Springfield properties 


would raise squarely the issue here 
decided,** we see no impropriety in 
expressing our views as to the require- 
ments of § 11(b)(1) in this proceed- 
ing. 
2. Limits of the Single System * 
The southwestern Missouri area is 
served by group-owned and _inter- 
connected generation, transmission, 
and distribution facilities. The terri- 
tory comprises a compact service area 
irregular in shape and, at its extremes, 
about 150 miles long and 150 miles 
wide. The properties of all of the 
companies in this compact area are 
interconnected, with Joplin (in the 
territory of Empire District Electric 
Company) as the major generating 
center for the other system companies 
in the area. The properties of the 
system companies in the southwest 
Missouri area form, in fact, an inte- 
grated electric utility generating, 
transmission, and distribution system, 
and we find them to be such under 
the standards of § 2(a) (29) (A). 
Although the service area of City 
Light and Traction Company, in and 
surrounding the city of Sedalia, Mis- 
souri, is separated from the main 
service area in southwest Missouri, 
it is physically connected with the 
larger system by a high-tension trans- 
mission line running north from 





380It was argued also that the Central 
Arkansas utility properties could be retained 
as additional systems to the main system here- 
in designated 

81 An application for approval of such an 
acquisition will present the problem of whether 
joint control of the Empire, Lawrence coun- 
ty, Benton, and Springfield companies may be 
permitted under § 11. Section 10(c)(1), 15 
USCA § 79j(c) (1), whose provisions would 
apply, provides, in part, that— 

ore . the Commission shall not approve 
(1) an ‘acquisition of securities or utility as- 
sets, or of any other interest, which is 
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detrimental . _" ah out of the pro- 
visions of § 1 

Section a (2) requires, as a condition of 
approval of an acquisition of utility securities 
or assets, that the acquisition “serve the public 
interest by tending towards the economical 
and efficient development of an integrated pub- 
lic utility system.” 

82 Pursuant to our discussion with regard 
to the Springfield Company, our findings as 
to the limits of the principal system are not 
limited to direct subsidiaries of Power & 
Light. 
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Springfield into Sedalia. The south- 
em end of the line is owned by the 
Empire Company, and the northern 
portion by the City Light Company. 
The City Light Company, like the 
other companies whose territory ad- 
joins that of the Empire Company, 
relies upon the Empire generating fa- 
cilities as an important source of pow- 
er, and its physical operations are 
coordinated with those in the main 
service area.*® We believe that the 
record shows that the electric utility 
properties of the City Light Company, 
together with those of the Empire, 
Springfield, Lawrence County, and 
Benton County \companies operating 
in the main service area in southwest 
Missouri and adjacent portions of 
Kansas, Oklahoma, and Arkansas, 
constitute a single integrated system. 

It is argued that the properties of 
St. Joseph Railway, Light, Heat & 
Power Company and those of Doni- 
phan County Light & Power Com- 
pany are part of a single integrated 
system which includes the central and 
southwest Missouri properties here de- 
scribed. The St. Joseph Company 
serves an area surrounding the city 
of St. Joseph in northwestern Mis- 
souri. It operates generating, trans- 
mission, and distribution facilities in 
its area. That area is physically sepa- 
tated from all of the other system 
properties in the Mid-Continent ter- 


ritory, and its focal point, in St. 
Joseph, is over 100 miles from Seda- 
lia, the nearest service center in the 
main integrated area of the system. 


The respondents urge that the St. 
Joseph properties are “capable of 
physical interconnection” with those 
of the main territory, and that the St. 
Joseph properties, together with the 
other—“ . under normal condi- 
tions may be economically operated 
as a single interconnected and codrdi- 
nated system confined in its opera- 
tions to a single area or region, in one 
or more states, not so large as to im- 
pair (considering the state of the art 
and the area or region affected) the 
advantages of localized management, 
efficient operation, and the effective- 
ness of regulation . . . ,” within 
the meaning of § 2(a) (29) (A). 

We cannot accept this argument. 
The respondents would have us define 
as a single integrated system one 
whose furthest reaches are over 250 
miles apart, and whose properties at 
one end, over 100 miles distant from 
its nearest connected property, have 
no operating relationship to the main 
system. We have in other connections 
regarded properties as integrated 
whose extreme reaches were over 200 
miles distant—but the facts in such 
cases have been materially different 
from those presented here.™ 

There is testimony to the effect that 





83 Approximately 95 per cent of the power 
distributed by City Light and Traction is gen- 
erated by Empire. 

84For example, we accepted the claim of 
The North American Company that its prop- 
erties in the northern peninsula of Michigan 
and in central and southern Wisconsin to- 
gether formed an integrated system; and we 
accepted its claim that the properties of the 
Union Electric Company of Missouri in Mis- 
souri, Illinois, and Iowa constituted a single 
integrated system. In each of these instances 
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in the North American system the extreme 
areas are separate from the main service terri- 
tories—but, in each case, there are physical 
interconnections by means of transmission fa- 
cilities; and, extremely important, in each 
case the outlying properties are not, in the 
main, distribution centers, but contain large 
hydroelectric resources capable of pouring ex- 
tremely economical power over long lines into 
the main part of the system. (Re The North 
American Co. (1942) 43 PUR(NS) 257.) 
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increased load growth is anticipated 
in the St. Joseph area. Estimates of 
this growth have been presented, and 
the opinion has been expressed that it 
would be more economical to satisfy 
the increased load growth by trans- 
mitting power from lower Missouri, 
rather than by providing increased 
generating facilities in the St. Joseph 
area. It has been stated further that 
a transmission line between Sedalia 
and St. Joseph would provide econom- 
ical increased power for Sedalia, which 
is now at the end of a transmission 
line originating in Joplin. Although 
we may accept these estimates and 
opinions, we do not believe that they 
justify a finding that the St. Joseph 
properties are physically integrated 
with the remainder of the system. St. 
Joseph lies in a developed geograph- 
ic section, isolated from the re- 


mainder of the group’s territory. The 


properties are geographically closer 
to nonassociated electric service areas 
than to other system properties, and 
lines built for the proposed intercon- 
nections would cross extensive foreign 
service territories. The properties at 
St. Joseph do not form a natural 
operating cluster with the remaining 
group properties, as the respondents in 
fact recognize. For the testimony in- 
dicates that whether the proposals are 
carried through or not depends to a 
great extent upon whether the St. 
Joseph properties remain under sys- 
tem control. Thus, it appears that the 


accident of ownership rather than re- 
gard for actually contemplated benefits 
lies behind the proposals. 

The interconnection has been a pos- 
sibility for many years, but, in spite 
of the advantages claimed for it, it 
has not yet been made nor as far as 
we are aware, have steps been taken 
to make it. In commenting on the 
meaning of the phrase “assets 
which under normal conditions may 
be economically operated as a single 
interconnected and coordinated sys- 
tem ” (§ 2(a) (29) (A)), we 
have stated: “ certainly it 
does not refer to conditions which 
might occur in the remote future, and 
whose occurrence has not been fore- 
shadowed by any facts shown in the 
record.” (The North American 
Company Case, supra, 43 PUR(NS) 
at p. 301.) 

This record contains estimates— 
made, apparently, to prove a point in 
litigation, and not in connection. with 
a definite plan looking toward actual 
achievement. We cannot find that 
under the standards of § 2(a) (29) 
(A) the St. Joseph and the main areas 
in the Mid-Continent territory can be 
regarded as a single system. 


B. Additional Utility Systems 


1. Electric 
a. The St. Joseph and Doniphan 
Companies 
Although we cannot find that the 
properties of the St. Joseph Company 





85 At the time testimony was taken herein a 
considerable drop in the Sedalia load had 
taken place due to the loss of a large indus- 
trial customer. Growth of load will have to 
take up this slack before it passes beyond the 
already installed capacity. 

Further, the estimates as to additional in- 
stalled capacity necessary at St. Joseph are 
based on the maintenance of a 10,000-kilowatt 
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reserve—the equivalent of the largest single 
generating unit. It is contemplated that 50 
per cent of the St. Joseph requirements would 
be purchased, the remainder locally provided, 
and the excess generating facilities at St. Jos- 
eph used as reserve. 

36 It will be noted, in our discussion of the 
steam business of the St. Joseph Company, 
that it has justified this business on the ground 
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form part of a single integrated sys- 
tem which includes other properties in 
suthwest Missouri, we do find that 
the St. Joseph generating, transmis- 
sion, and distribution properties form 
an integrated system.” Whether the 
properties of the St. Joseph Company 
may be retained as a system additional 
to the principal system in the Mid- 
Continent area, depends upon wheth- 
et such retention would satisfy all the 
standards of Clauses (A), (B), and 
(C). Since the operations are con- 
ducted in the same and adjacent states, 
Clause (B) would be satisfied by such 
retention. We cannot, however, make 
the required finding under Clause 
(A). 

In order to show that substantial 
economies: would be lost by reason of 
the separation of the St. Joseph Com- 
pany from the control of Power & 
Light, it has been estimated that an 
annual increase of $76,865 in gen- 
eal and administrative expenses 
would be necessary. to maintain the 
St. Joseph Company outside the Pow- 
er & Light system. The theory be- 
hind this estimate is that the St. 
Joseph Company would have to sup- 


ply itself independently with the 
benefits now received from the system 
service company. Whether the serv- 
ice company will survive at all, and if 
so in what form, cannot be determined 
now. Any estimate predicated on 
such a dubious future is meaningless. 
It has been estimated that there will 
be necessary additional personnel, in- 
cluding an executive vice president and 
assistant general manager at $10,000 
per annum, an assistant secretary and 
local auditor at $4,000, advertising, 
promotional, and purchasing person- 
nel at $8,500, a budget director at 
$3,600, and an engineer at $5,000. 
This list is by no means exhaustive 
of the alleged necessary increased per- 
sonnel. In addition it is estimated 
that the cost of fees for special serv- 
ices and major construction would 
amount to $16,000 per annum on an 
independent basis. 

Although we find it difficult to 
agree that this estimate even approxi- 
mately represents the additional cost 
of maintaining the St. Joseph Com- 
pany as an independent company,™ 
the increase amounts to no more than 
2.67 per cent of average operating 





that, in part, it permits the profitable tem- 
porary use of plant facilities in St. Joseph 
which may be converted to generating elec- 
tricity when growth of load requires. No 
mention is made, in this connection, of pro- 
posed interconnections which ‘would obviate 
the necessity of installing additional facilities. 
87 The properties of the Doniphan County 
Light and Power Company, whose net plant 
account is about $18,000, are located in north- 
east Kansas, on the left bank of the Missouri 
tiver, across from the properties of the St. 
Joseph Company. The Doniphan Company 
distributes power to a small number of cus- 
tomers, 95 per cent of its gross revenue being 
derived from wholesale service to two mu- 
nicipalities. The company owns no generating 
facilities. Although the St. Joseph Company 
aids in the operations of the Doniphan Com- 
pany by loan of personnel, for which a charge 
at cost is made, there is no physical connec- 
tion between the companies. The Doniphan 
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company receives its power from nonassociated 
sources. Although it has stated that the prop- 
erties of the Doniphan Company may be phys- 
ically interconnected with the St. Joseph sys- 
tem, there is no evidence whatsoever that such 
a connection would create a system which 
could normally be operated as an economic 
unit. We cannot find that the Doniphan prop- 
erties form part of the integrated system of 
the St. Joseph Company. Further, we cannot, 
on this record, find that the Doniphan proper- 
ties are, in themselves, an integrated system. 
Even if we could so find, we could not find 
them retainable with the principle system in 
southwest Missouri as an additional system. 

38 For example, it is estimated that the an- 
nual salary of a president and general mana- 
ger, if the company were independent, would 
have to be increased by 35 per cent. We find 
it difficult to accept such an estimate or the 
reasons behind it. 
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revenue for 1939-40, or 5.23 per cent 
of average total operating expenses 
for the same period. Not only do we 
think these estimates unduly high, but 
we must note that certain important 
factors have not been considered. 
One of the cost items (significant, 
though sometimes difficult of isola- 
tion) of operating subsidiaries in a 
large holding company system, is the 
cost of maintaining a holding com- 
pany in some remote center, and the 
hazard of having operating policies 
dominated by persons whose interest 
is not that of any particular company 
or service area, but the most profitable 
possible operation of a vast system. 
That cost is, in our opinion, always 
a necessary deduction from any esti- 
mate of increased expenditures occur- 
ring upon separation from a holding 
company system. The economies that 
must be lost to warrant retention un- 
der Clause (A) must be “substan- 
tial.” Even crediting the conclu- 
sions of respondents, we cannot find 
that the increased operating expenses 
are sO great as to require a finding 
that important economies would be 
lost to the St. Joseph Company by 
separation from the Power & Light 
system. Any duplication of effort 
created by compliance with § 11(b) 
(1) is estimable as a loss. Congress 
intended, however, that the loss, an- 
ticipated for all systems undergoing 
the processes of § 11(b)(1), should 
outweigh the benefits of independence. 
Cf. Re Engineers Pub. Service Co. 


(1942) 46 PUR(NS) 68. As we 
have indicated, not only are these 
estimates inflated, but benefits to the 
St. Joseph properties from the elimi- 
nation of their share in the cost of 
maintaining the Power & Light Com- 
pany must be considered. The evi- 
dence does not permit us to decide 
whether a balance of all the factors 
is, to any degree, in favor of inde- 
pendence as a source of economies, 
We cannot find that the St. Joseph 
or Doniphan Company properties may 
be retained as a system additional to 
the southwest Missouri operations.” 


2. Gas Utilities as Additional Systems 

Gas Utility operations in the Mid- 
Continent territory are conducted in 
Sedalia (in central Missouri) by City 
Light & Traction Company, and in 
the Sprinfield area by Springfield Gas 
and Electric Company. 

Such evidence as exists with respect 
to the relationships between gas and 
electric properties concerns only the 
gas properties and the surrounding 
electric operations. 


a. Gas Operations of City 
Light & Traction 
The city Light & Traction Com- 
pany furnishes natural gas to 3,336 


customers in the Sedalia area. This 
gas is purchased under city gate con- 
tracts. As in other cases, there is 
some evidence of joint use of facili- 
ties for the gas and electric business— 
such as automotive equipment, meter 
shop, and central office facilities. 





89 See The North American Company Case, 
supra. Not only in this, but in other cases, 
it has been assumed that independence from 
a holding company means isolation from the 
industry. Invariably, respondents point out 
the benefits from intra-system contacts and 
service companies. In our experience, the 
most fruitful of these contacts have been 
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among the men who make the machines go 
and keep the energy flowing. It should be 
pointed out, in every case, that these men have 
a professional fraternity which crosses finan- 
cial lines, and it is likely that new contacts 
between independent operators will be formed 
and strengthened. 
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Meter reading, customers’ accounting, 
and billing are jointly handled for both 
businesses. It is estimated that in- 
dependence of the gas and electric de- 
partments would result in an increased 
est for running both businesses of 
$45,749.34. 

As we have already indicated, the 
type of evidence contained in this rec- 
ord with respect to the joint retention 
of gas and electric properties is insuf- 
fcient to permit us to find that such 
retention would satisfy Clause (A) 
of § 11(b)(1). The evidence with 


respect to the gas properties in Seda- 
lia does not permit us to make a find- 
ing, and we shallafford further op- 
portunity for a more complete ex- 
ploration of this issue. 


b. Gas Operations of Springfield 
Gas & Electric Company 

[10] The Springfield Company 
furnishes natural gas to the city of 
Springfield and vicinity. The gas is 
purchased from Cities Service Gas 
Company, a subsidiary of Cities Serv- 
ie Company, parent of Power & 
Light, and is served to about 10,000 
customers. There is some joint use 
of personnel among the gas, electric 
and other departments of Springfield, 
and economies are claimed to result 
therefrom. As we have noted, this 
evidence is insufficient to permit us 
to determine whether retention should 
be permitted, and the question must 
be reserved for further evidence on 
the issues arising under § 11(b)(1). 


C. Nonutility Operations 
1. Empire District Electric Company 
The only nonutility business en- 
gaged in by Empire District Electric 
Company is water distribution in Weir 
City, Kansas, in which it serves 342 
customers. No evidence has been in- 
troduced to show that the waterworks 
system is retainable. In fact it is 
stated that attempts have been made 
to dispose of these properties. The 
business cannot be found to be re- 
tainable. 


2. The Benton County Utilities Cor- 

poration 

The Benton County Utilities Cor- 
poration operates waterworks systems 
in Gravette, Sulphur Springs, and 
Gentry, Arkansas, serving a total of 
435 customers, some of whom are 
also electric customers. Here, too, no 
evidence as to retainability has been 
introduced, and it has been stated that 
attempts are being made to dispose 
of the property. Divestment must be 
ordered. 


3. Lawrence County Water, Light & 

Cold Storage Company 

The Lawrence County Company 
operates a waterworks system, manu- 
factures and distributes ice, and oper- 
ates a cold storage plant. Attempts 
are being made to sell these nonutility 
properties. There is no evidence as 
to the retainability of any of these 
operations, and their divestment must 
be ordered. 


4. City Light & Traction Company 
The City Light Company operates 





40 Such further evidence may, with respect 
to these particular properties, show direct 
operational connection between the gas and 
tlectric properties. The major fuel relied on 
for electric generation in Sedalia is natural 
gas. This gas is taken from the same line 
which feeds the local distribution system. AI- 
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though it may subsequently be found neces- 
sary to order a disposition of the gas utility 
assets, further evidence may show that the 
retention of at least part of the transmission 
facilities as an integral portion of the electric 
utility operations is necessary. 
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a small ice manufacturing, storage, 
and distribution business. This busi- 
ness, it is stated, has the advantage of 
joint use of personnel and facilities 
with the electric and gas departments 
of the company. No evidence has 
been introduced to show a relation- 
ship between the ice and electric busi- 
ness sufficient to meet the standards 
of the act. The business must be dis- 
posed of. 


5. The St. Joseph Company 


[11] The St. Joseph Company 
utilizes exhaust steam from its gen- 
erating plant for general sale. The 
steam business is operationally related 
to the manufacture of electricity and 
we find it to be retainable as reason- 
ably incidental thereto. 

In addition to general sales of 
steam, industrial steam is provided 
from a site acquired and designed 
to serve as a generating plant when 
future conditions require. The in- 
stallation of boilers (which now sup- 
ply steam and which are designed for 
future use in generating) has helped 
to carry the plant site profitably. The 
industrial steam business of the St. 
Joseph Company is, therefore, re- 
tainable under § 11(b)(1). 


6. Springfield Gas & Electric Com- 
pany 


[12] The 


Springfield Company 
operates a steam heating and a bus 
transit business in the city of Spring- 
field. The largest part of the steam 
distributed is removed from a tur- 
bine used in the generation of elec- 


tricity. It would appear that the 
steam business is retainable in con- 
nection with the electric operations 
of the Springfield Company. 
50 PUR (NS) 


Beyond information as to the num- 
ber of busses, and gross and net 
revenues of the bus transit operations 
of the Springfield Company, the rec- 
ord contains no description whatso- 
ever of these operations or any show- 
ing of operational relationships be- 
tween them and the utility operations, 
It is stated that savings result from 
the fact that joint purchasing of mate- 
rials is performed for the transit, as 
well as the other operations of the 
company, and from the performance 
of joint accounting and auditing for 
all departments, including the trans- 
portation department. In our opinion, 
this evidence does not warrant a find- 
ing that the bus system may be re- 
tained in connection with the electric 
operations of the company. 


Conclusions with Regard to the Mid- 
Continent Properties 


A. Federal Light & Traction Com- 
pany 

Federal’s only interest in the Mid- 
Continent territory is the Springfield 
Company. In view of its major hold- 
ings in the Rocky Mountain area (to 
be discussed) and the requirements of 
Clause (B) of § 11(b)(1) it will be 
necessary for Federal to dispose of 
the Springfield Company. As we 
have noted, that company forms part 
of a larger group of properties oper- 
ating together as an integrated sys- 
tem. While we cannot decide at this 
point the outcome of an application 
designed to bring the Springfield elec- 
tric and steam properties into joint 
ownership with the remainder of the 
main system in the Mid-Continent 
section, we have noted that, in our 
opinion, such an application would 
not conflict with the standards of § 10 
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(c) in so far as the integration prob- 
lems are involved. 


B. Cities Service Power & Light 
Company 

Should Power & Light desire to 
limit its operations to the Mid-Con- 
tinent section, it may do so by limit- 
ing itself to the operations of the 
City Light and Traction, Empire Dis- 
trict, Lawrence county, and Benton 
Companies. It is our view that the 
acquisition of the Springfield electric 
and steam properties would satisfy 
the standards of § 10(c) in so far as 
compliance with § 11(b)(1) is con- 
cerned. 

We have found that the steam busi- 
ness of the St. Joseph Company may 
be retained with the electric utility 
operations of that company. How- 
ever, neither the electric nor steam 
business of that company may be re- 


tained and in no event may the prop- 
erties of the Doniphan Company be 


retained. If the system comprising 
the electric utility operations of the 
City Light and Traction, Empire Dis- 
trict, Lawrence County, and Benton 
County companies is chosen, it will 
be necessary to dispose of the follow- 
ing nonutility businesses : ** 

1. The water business of the Em- 
pire Company 

2. The water business of the Ben- 
ton County Company 

3. The water, ice, and cold storage 
business of the Lawrence County 
Company 

4. The ice business of the City 
Light and Traction Company. 


The Rocky Mountain Properties 
System companies operate utility 
and nonutility properties in the states 
of Wyoming, Colorado, New Mexico, 
and Arizona. The companies operat- 
ing in this territory are designated as 
the Rocky mountain” group. Public 
Service Company of Colorado which 
(together with certain subsidiaries) 
operates in a number of divisions in 
Colorado and in Cheyenne, Wyoming, 
is a direct subsidiary of Power & 
Light; all other companies in this 
group are subsidiaries of Federal. 
Thus, there are in the Rocky moun- 
tain area properties controlled by two 
registered holding companies, one 
(Federal) a subsidiary of the other 
(Power & Light). <A disposition by 
Federal of its Springfield properties 
(in the Mid-Continent territory) 
would leave the Federal system almost 
wholly confined to the Rocky moun- 
tain territory.“ The manner of pres- 
entation of evidence in the case and 
the manner of division of the issues 
in briefs and argument all suggest 
that we treat the Rocky mountain 
properties as a whole irrespective of 
corporate divisions. We have done so 
only in so far as necessary to dispose 
of various contentions made as to 
joint retainability of related proper- 
ties. But we have also considered 
what should be done by each of the 
systems, as a holding company sys- 
tem, to bring it into compliance with 
§ 11(b)(1). Our discussion of the 
Federal Rocky mountain properties 
will dispose of all the issues involving 
Federal, and will indicate what action 
is necessary if the Power & Light sys- 





41 The transportation business of the Spring- 
- Company has been found to be unretain- 
able. 
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42 Federal controls one small company in the 
state of Washington, classified herein as a 
“scattered” property, and not claimed to be 
retainable. 
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tem is to be limited to the Rocky 
mountain territory. 

The gross operating revenues for 
1939 and net plant as of December 31, 
1939, of utility and nonutility com- 
panies in this group, are stated by the 
respondents as follows : * 


Utilities : 


Albuquerque Gas and Electric Co.®.......... 


Arvada Electric Co. } 

Cheyenne Lt. Fuel and Power Co. !* 
Deming Ice and Electric Co. 2* 

Las Vegas Light and Power Co., The? 
New Mexico Power Co. 2* 

Public Service Co. of Colorado * 
Rawlins Electric Co. 2 

Sheridan County Electric Co. 2 


Trinidad Elec. Trans. Ry. and Gas Co., The 2 


Tucson Gas, Elec. Lt. & Power Co., The # 
United Hydro Electric Co., The? 
Stonewall Electric Co. 2 
Non Utilities: ** 
Colorado Wyoming Gas Co. ? 
East Boulder Ditch Co. 1 
Hillcrest Ditch and Reservoir Co., The? 
Green and Clear Lakes Co. ? 
Tucson Rapid Transit Co. 2 
Federal Realty Co. 2 
Summary : 
Total Utility Companies 
Total Nonutility Companies 


Sheridan in northern Wyoming to 
Tucson in southern Arizona—with a 
concentration of properties in Colo- 
rado and northern and central New 
Mexico. The distance between Sheri- 
dan and Tucson is approximately 900 
miles—nearly one-third of the Atlan- 
Gross 
Operating 
Revenues 


$1,785,713 
92,7 


Net 
Prope 
$5,470,253 

208,383 

1,783,802 
628,226 
442,374 

3,455,898 

72,874,466 

422,253 

1,538,110 

6,157,746 

5,040,412 
467,041 

76,425 


639.204 
1,924'179 


1,373,968 
2,400 


23,156,393 
909,617 


$24,066,010 


98,565,389 
1,650,207 


$100,215,596 





Subsidiaries of Power & Light which are not subsidiaries of Fed- 


eral: 
Utility 
Nonutility 


Subsidiaries of Federal: 
Utility 
Nonutility 


$17,246,239 $75,333,692 
833,281 1,446,368 


$18,079,520 $76,780,060 


5,910,154 23,231,697 
76,336 203,839 


$5,986,490 $23,435,536 








1 Subsidiaries of Power & Light which are not subsidiaries of Federal. 


2 Subsidiaries of Federal. 


* Also own and conduct nonutility businesses. 


** Colorado Interstate Gas Company, discussed infra, had, as of the time of this record, an 
application pending under § 2(a) (8) of the act to be declared not to be a subsidiary, and it 
has not been included in this list of system companies. 


The Rocky mountain properties are 
spread over a territory stretching from 





43 The Commission makes no findings as to 
actual net property or revenues of these com- 
panies. Estimates are set forth merely for the 
purpose of indicating the relative sizes of the 
companies involved. 
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tic-to-Pacific stretch across the United 
states. Substantial portions of these 
properties are now physically isolated 
from other properties in the section, 
and, as we shall note, in several in- 
stances in which there is physical in- 
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terconnection between properties, it 
is by means of lines not owned or con- 
trolled by the system. 

The main transmission features of 
the properties in the Rocky mountain 
section are shown in a map found in 
the official files of the Commission 
but not generally distributed. 


Power & Light’s Central Cluster of 

Electric Properties 

[13] The largest operating com- 
pany in the Rocky mountain group 
is Public Service of Colorado, the 
only direct subsidiary of Power & 
Light operating in the territory. In 
general it is divided into two operating 
sectors. One covers the northern part 


of Colorado, stretching almost to the 
extreme eastern and western ends of 
the state, its densest portion centering 
around the city of Denver. The 
other, the so-called Salida-Alamosa 
division, stretches north and south 
from Salida in central Colorado, 
through Alamosa and down to An- 
tonito, near the southern border. 
Both operating sections contain com- 
bined steam and hydro production 
units, and interconnected transmission 
and distribution facilities.*® However, 
the two sets of properties are physical- 
ly unconnected, and each is at pres- 
ent operated as a coordinated, sepa- 
rate physical unit. We find that the 


properties of the Cheyenne Company 





44 Cheyenne Light Fuel & Power Company, 
a subsidiary of Public Service, serves Chey- 
enne and vicinity with electric power. Chey- 
enne lies in southeastern Wyoming, close to 
the southern border of the state and about 
30 miles north of the northern tip of Public 
Service properties. The company has electric 
assets consisting of interconnected steam gen- 
eration, transmission and distribution facili- 
ties. These are physically interconnected with 
those of Public Service of Colorado by a trans- 
mission line which functions as an important 
tie between the companies although it is 
owned, not in the system, but by the United 
States Bureau of Reclamation. Pursuant to 
arrangements with the Bureau, Public Service 
sends power up the Bureau lines when hydro 
power (from Bureau sources) is low. Thus 
when the Bureau cannot serve Cheyenne peak 
loads are met with Public Service power. 
When Bureau hydro power is available the 
Cheyenne facilities carry that power on to 
Public Service. We find that the electric 
utility assets of the Cheyenne Light Fuel & 
Power Company are integrated with those in 
the northern sector of Public Service of Col- 
orado. Our references to the northern sector 
will henceforth include the Cheyenne company. 

#5 An integral part of the properties in the 
northern portion of Colorado are the assets 
of the Arvada Electric Company. That com- 
pany, a subsidiary of Public Service of Col- 
orado, owns and operates distribution assets in 
the cities of Arvada and Westminster, near 
Denver. The company purchases all ‘ofits 
power requirements from Public Service, and, 
although it maintains a separate operating or- 
ganization, it has close operational and con- 
sultative contacts with its parent. Its proper- 
ties are found to be integrated with those of 


[23] 
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Public Service of Colorado under the stand- 
ards of § 2(a) (29) (A). 

46 The northern portion of Public Service 
properties contains two small areas which are 
at present not physically interconnected with 
the remainder of the system. These are at 
Estes Park, in the central part of the state, 
and at Sedgewick and Ovid in the extreme 
northeastern part of the state. The Estes 
Park properties at present are managed as an 
integral part of the Public Service properties ; 
the Estes Park region contains local genera- 
tion and distribution facilities, is extremely 
close to the remainder of the system, and may 
easily be interconnected therewith. We find 
the Estes Park properties to be part of the 
integrated system of Public Service of Colo- 
rado. 

However, the properties at Sedgewick and 
Ovid are about 25 miles from the nearest Pub- 
lic Service properties, contain no generating 
facilities whatsoever, and receive their entire 
power supply from outside sources. They do 
not, naturally, form any part of the system of 
Public Service of Colorado, nor can we find 
that these properties, by themselves, form one 
or more integrated systems. (See our dis- 
cussion of the Alvin properties in Re En- 
gineers Pub. Service Co. (1942) Holding 
Company Act Release No. 3796, 46 PUR(NS) 
68.) It has not been shown that these proper- 
ties may be economically operated as part of 
the Public Service system, and, since they do 
not form one or more integrated systems, they 
cannot be retained in combination with the 
remaining Public Service properties as one or 
more additional systems under the (A) (B) 
(C) clauses of § 11(b)(1). Disposition of 
these properties must be ordered. 
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and the Arvada Company, together 
with the main body of Public Service 
properties in northern Colorado,* 
form a single integrated electric utility 
system. We find also that the proper- 
ties in the Salida-Alamosa division 
form, by themselves, an integrated 
system. Since there is, at present, no 
physical interconnection between the 
properties of Public Service in both 
sections, we must, to make a finding 
that its assets are integrated, first 
determine that they are “capable of 
physical interconnection” and “under 
normal conditions may be economical- 
ly operated as a single interconnected 
and coordinated system. ie, 3 
(a) (29)(A)) 

The Salida-Alamosa properties lie 
between two other property grouping: 
(a) the northern divisions of Public 
Service already described, and (b) 
properties in the Federal system, lying 
east and south of Salida-Alamosa. As 
we shall note, plans for physical inter- 
connection between Salida-Alamosa 
and the Public Service territories 
northward have been proposed. But 
it has also been proposed to link the 
Salida-Alamosa properties with a line 
running generally east and west to 
system properties now _ controlled 
through Federal. Either connection 
would produce economies for the 
Salida-Alamosa properties, but the 
greater economy is expected to result 
from the latter connection. Our dis- 
cussion will show that the completion 
of both interconnections would not 
integrate the Federal properties to the 
east and south of Salida-Alamosa 
with the Public Service properties to 


the north. But either connection will 
result in the integration of the Salida- 
Alamosa properties with the properties 
to the north or to the east and south 
respectively. Thus we find that the 
Salida-Alamosa properties form a pos- 
sible part of two systems. But we 
cannot find that they are part of any 
large system comprehending the main 
properties of Public Service and Fed- 
eral.*® 

Forecasts, based on _ past load 
growths in the Salida-Alamosa dis 
trict, indicate, according to respond 
ents, that by 1945 the load will equa 
the total capacity of the Salida-Ala 
mosa generating units, and will be 
substantially higher than that capacit 
with the capacity of the largest unit 
regarded as reserve. Alternative plans 
under consideration by the respond 
ents, to procure the needed energy 
provide for either the installation of 
additional local capacity or intercon 
nection by transmission lines of thé 
northern service area of Public Serv 
ice of Colorado with the Salida-Ala 
mosa properties. 

The proposal does not end here 
Part of the benefit to be achieved is 
the removal of the Alamosa stea 
plant—a relatively high fuel cost and 
inefficient plant—as a load carrier and 
its relegation to standby service. This 
is, however, possible only (and esti 
mates of the comparative desirabilit 
of interconnection have been based 
on the assumption that the Salida 
Alamosa division would, at the samé 
time, be interconnected with the prop 
erties of the Trinidad Electric Trans 


mission, Railway and Gas Compan 





#7 There are excepted, of course, the prop- 
erties at Sedgewick and Ovid. 

48 Our finding respecting the integration of 
the Salida-Alamosa and Federal properties is, 
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of course, only advisory as to Federal. Fed 
eral could acquire those properties only upo 
an application squarely raising the integratio 
issues under § 10(c). 
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That company (a subsidiary of Fed- 
eral) has properties lying southeast of 
the Salida-Alamosa properties, and 
operates a relatively low-cost fuel 
plant at Walsenburg. Since load 
growth on the Trinidad properties has 
been negligible, it is estimated that 
the Trinidad plants can provide Salida- 
Alamosa with 5,000 kilowatts of 
capacity, even upon failure of the 
largest unit at Trinidad. Projected 
load flows illustrating the normal 
functioning anticipated when inter- 
connections are completed indicate 
that major reliance for service to 
Salida-Alamosa will be placed upon 
the Trinidad facilities. 

The completion of this program 
would, therefore, present the situation 
of two relatively efficient properties, 
each connected with a weaker property 
in the center, and each contributing 
to the load of the central property. It 
is not shown that upon completion’ of 
the program of connecting Salida- 
Alamosa with the main body of Pub- 
lic Service properties to the north 
and with Trinidad to the east and 
south the routing and central alloca- 
tion of power as between the prop- 
erties of Public Service and of Trini- 
dad will be possible or attempted. 
Thus, even though we may not ques- 
tion the economic feasibility of the 
proposed program of interconnection 
and the actual intention to carry it 
forward, we cannot find that its com- 
pletion would result in an integration 
of the Public Service and the Trini- 
dad properties. From a physical point 
of view the Salida-Alamosa proper- 
ties would connect both of the sys- 
tems. But it would not constitute 
alink between the flanking properties 
% that all of them could be said to 
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form a single system which can “under 
normal conditions be econom- 
ically operated as a coordi- 
nated system. The proposed 
plans do not contemplate that kind 
of unitary, codrdinated operation be- 
tween the properties of either end of 
the chain which must exist under 
normal conditions before we can find 
properties integrated. While com- 
munication between Trinidad and 
Public Service dispatchers with re- 
spect to sharing the Salida-Alamosa 
load may be foreseen, that does not 
mean that central control of power 
flow throughout the system is pos- 
sible or will be attempted. 

The theory of respondents, whose 
invalidity appears when applied to 
these facts, is apparently that any 
physical interconnection yields an 
integrated system. If this were so, 
the requirements of economical, co- 
Ordinated operation under normal cir- 
cumstances would be surplusage. 
Clearly, Congress intended that more 
than interconnection is needed; that 
the properties be so connected and 
operated that there is coordination 
among all parts, and that those parts 
bear an integral operating relation- 
ship to each other. 

Accordingly, we cannot find that 
the proposed interconnections would 
integrate the electric utility system in 
the main service territory of Public 
Service Company of Colorado with 
the properties of Federal subsidiaries 
in the Rocky mountain group. 


Federal Electric Properties 

[14, 15] There are, in the Rocky 
mountain section (outside of certain 
fringe properties to be discussed and 
those of Public Service of Colorado) 
three sets of properties at present 
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physically separate from each other 
and from the other properties in the 
group. Between Walsenburg in south- 
ern Colorado to Wagon Mount in 
northern New Mexico, in a narrow 
strip of service area, lie the intercon- 
nected properties of the Trinidad com- 
pany and the Dawson division of the 
New Mexico Company, It will be 
recalled that this strip of property is 
claimed as part of the southern flank 
of Colorado system. Steam generat- 
ing plants in Walsenburg and Trini- 
dad, Colorado, and in Dawson, New 
Mexico, are connected by transmis- 
sion lines running about 110 miles 
north and south and serving communi- 
ties along the right of way. 

The properties, although in sepa- 
rate corporate ownership, are opera- 
tionally and managerially closely 
linked. The Dawson division of the 
New Mexico Company contains a 
single steam plant. When that unit 
goes out of operation the Trinidad 
company carries load for the entire 
system. There is energy interchange 
and central load dispatching for both 
properties. Operating personnel is 
interchanged as need arises and the 
Dawson division is supervised by the 
president of the Trinidad Company. 
The properties of the Dawson division 
of the New Mexico Power Company 
and those of the Trinidad Electric 
Transmission, Railway and Gas Com- 
pany together form a single integrated 
system within the meaning of § 2(a) 
(29) (A). 

About 40 miles southwest of the 
southern terminus of the Trinidad- 
New Mexico system lies the city of 
Las Vegas. It is served with electric- 





49 Both the Trinidad and New Mexico com- 
panies are subsidiaries of Federal. 


50 PUR(NS) 


ity by the Las Vegas Light and Pow- 
er Company, a subsidiary of Federal, 
The Las Vegas company is relatively 
small and is physically unconnected 
with other system properties. It has 
a net plant of less than $500,000 and 
serves about 2,000 customers. Its 
gross annual revenue is about $150. 
000. It has a small generating plant 
of 1,760-kilowatt capacity, intercon- 
nected with local distribution facil- 
ities and serving local needs. Stand- 


we find that its properties constitute 
those of a single integrated electric 
utility system. 

South and west of Las Vegas lies a 
group of properties stretching south- 
ward along the Rio Grande river from 
Santa Fe, New Mexico, to Belen 
New Mexico. Four _ generating 
plants at Santa Fe, Bernallilo, Albu- 
querque, and Belen are connected b 
transmission lines running north and 
south for a distance of about 90 miles. 
The properties are owned by the New 
Mexico Power Company and Al 
buquerque Gas and Electric Company. 
The Albuquerque Company, with an 
nual gross earnings of almost $2,000, 
000 and net plant of over $5,000,000, 
owns the central and major part 0 
the properties, centering around Al 
buquerque, and the New Mexico 
Company owns the properties of the 
group from Santa Fe down and fro 
Belen up, adjoining the Albuquerque 
properties at both ends. 

Although separately owned, this 
chain of properties is now operated 
jointly. They are, as we have noted 
physically interconnected, the Albu 
querque facilities providing the majo 
capacity to bear the entire group load 
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The physical and geographical char- 
acteristics of these properties are such 
that we find them to constitute a single 
integrated electric utility system. 
Estimates have been introduced in- 
to this record to the effect that it 
would be profitable to interconnect the 
three [Albuquerque-New Mexico], 
[Las Vegas], and [Trinidad-New 
Mexico] sets of Federal properties by 
aline running from the southern end 
of the Trinidad-New Mexico set via 
Las Vegas, to the northern end of the 
Albuquerque-New Mexico set. This 
would require} a 93-mile 69-kilovolt 
transmission line with extensive re- 
pairs on existing lines to recondition 
them for higher capacity. It is esti- 
mated that the total installation costs 
would amount to $465,400. Because 
moi lower fuel costs at the Dawson 
plant of the Trinidad-New Mexico 
group than elsewhere in the system’s 


New Mexico properties, savings in 
operation would be effected, yielding 
areturn on the investment of $59,- 
269 per annum.” 


We are not aware of any plans for 
idertaking these interconnections in 
the near future. We find, however, 
n0 occasion to doubt the validity of 
he estimates of benefits to be derived 
therefrom, and we believe that, with- 
in the meaning of § 2(a)(29)(A), 
ihe properties are capable of intercon- 
nection and codrdinated operation as 
asingle system, and we therefore find 
hat the electric utility properties of 
he Trinidad, New Mexico, Las 


Vegas, and Albuquerque companies 
constitute a single integrated system. 


Salida-Alamosa As Related to Fed- 
eral Properties 

Although we have found that the 
Salida-Alamosa division is part of an 
integrated system including the main 
body of Public Service properties, we 
believe that the Salida-Alamosa divi- 
sion of Public Service is more appro- 
priately a permissible adjunct of the 
system comprising the properties of 
Federal subsidiaries in Colorado and 
northern and central New Mexico. 
The pattern of the resulting system 
would, upon completion of the pro- 
jected connections, be one of strong 
and efficient central generation at 
Walsenburg and Dawson feeding 
power to both ends of the larger sys- 
tem (i.e., Salida-Alamosa to the north 
and the Las Vegas-Albuquerque and 
New Mexico properties to the south) 
—each end linked with its component 
station in the center and each central 
station capable of aiding the other. 
The line between Wakenburg and 
Alamosa is estimated to cost $80,600 
—that between Alamosa and the main 
Public Service properties to the north 
$215,800." Salida-Alamosa is geo- 
graphically closer to the Federal 
properties and forms, with them, a 
natural loop. Upon completion of the 
proposed interconnections the Fed- 
eral properties will provide seven 
times as much power to Alamosa as 
will be received from the main Public 
Service properties. Further, the esti- 
mates of respondents show that the 





Respondents have characterized as earn- 
ngs an annual amount of $39,301 which repre- 
ents 10 per cent of $393,012—the cost of new 


f the building of transmission interconnec- 
tons. We have grave doubt as to the validity 
it adding this amount to the sum of earnings 


357 


on the investment, although it may represent 
an advantage in savings over one other pos- 
sible means of providing power. 

51 These estimates exclude other necessary 
incidental changes but indicate the ratio of 
comparative costs. 
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Walsenburg (Federal) facilities will 
provide power at a cost of $.002 per 
kilowatt hour as against a cost of 
$.00262 per kilowatt hour from the 
main Public Service properties. Fu- 
ture operating conditions, under these 
circumstances, may well require a con- 
tinuing decrease in reliance of Salida- 
Alamosa on the main body of proper- 
ties and continual increase of call up- 
on Walsenburg. 

Under these circumstances we be- 
lieve that there is little question that 
a choice of allocating the Salida-Ala- 
mosa properties should be resolved in 
favor of linking them with the Feder- 
al system, rather than with the Pub- 
lic Service system. It will be recalled 
that Federal controls properties in 
Springfield which form an essential 
part of the main electric utility sys- 
tem of Power & Light in the Mid- 
Continent section. This incongruity 
of ownership in both sections may 
perhaps be remedied by trading prop- 
erties under a fair and equitable plan, 
and we would give careful considera- 
tion to a plan appropriately designed 
to achieve this result. 

Thus, we find that the Salida- 
Alamosa, Trinidad-Dawson division 
(New Mexico company), Las Vegas, 
and Albuquerque-New Mexico prop- 
erties constitute a single integrated 
system, and the properties of Public 
Service (with the exceptions noted 
herein) together with those of the 
Arvada and Cheyenne companies 
form another such system. 


Integration Contentions and Outlying 
Electric Properties 

[16] It is the contention of re- 

spondents that all of the electric util- 





52 Contentions as to the gas properties will 
be dealt with subsequently. 
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ity properties in the Rocky mountain 
group may be retained together under 
the theory (a) that all the electric 
properties together constitute a single 
integrated system, or (b) that all the 
properties in Colorado and_ the 
largest part of the properties in 
New Mexico (together with proper- 
ties in Cheyenne, Wyoming) consti- 
tute a single system—the remainder 
of the small properties in the group 
forming permissible additional  sys- 
tems.** We have already expressed 
our views as to the application of § 2 
(a)(29) to the central cluster of 
properties. We shall here dispose of 
the contention that all of the Rocky 
mountain properties form a single 
system and we shall discuss certain 
outlying properties in Wyoming, New 
Mexico, and Arizona not heretofore 
treated. 

We believe it apparent that the 
physical standards of § 2(a)(29) 
(A) cannot be satisfied by the reten 
tion of all of these properties as a 
single system. The evidence of ex 
isting and proposed physical intercon 
nection and methods of operatio 
does not show that this entire group 
of properties is or will be capable of 
the kind of unitary, economic opera 
tion comprehended by the act. 

But, irrespective of existing and 
proposed interconnections, geographid 
considerations alone prevent the re 
tention of common control over all 0 
these properties. In order to consti 
tute a statutory single integrated sys 
tem within the meaning of § 2(a 
(29)(A) of the act, utility proper 
ties must form a—. 
confined in its operations to a sing] 
area or region, in one or more states 
not so large as to impair (considering 
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the state of the art and the area or 
region affected) the advantages of 
localized management, efficient opera- 
tion, and the effectiveness of regula- 
tion.” Before we can permit the re- 
tention of systems -additional to a 
principal system, we must be able to 
fnd that the continued combination 
of such systems is—“. not so 
large (considering the state of the 
art and the area or region affected) as 
to impair the advantages of localized 
management, efficient operation, or 
the effectiveness of regulation.” 
(Section 11(b) (1) (C).) 

Section 2(a) (29) (A) in terms re- 
quires limitation to a single area or 
region. The mandate that we have 
regard for the “area or region” af- 
fected by retention of systems in com- 
bination in § 11(b)(1)(C) points to 
the existence of highly similar stand- 
ards in that section. Re The North 
American Co. (1942) Holding Com- 
pany Act Release No. 3405, 43 PUR 
(NS) 257. The statute and its legis- 
lative history make it clear that, con- 
sistently with geographic conditions 
(in the broad sense of that term) as 
much compactness should be achieved 
in outlining the spheres of holding 
company influence as physical facts 
permit. 

The standard of localized manage- 
ment cannot be met by any combina- 
tion of properties (as one or more 
ystems) spread over a territory as 
vast as that covered by the states of 
Wyoming, Colorado, New Mexico, 
and Arizona. We have noted that 
the north-to-south extremes of the 
ystem properties in this territory are 
"0 miles apart. From Sheridan 
unty in northern Wyoming to the 
tearest Public Service properties (in 
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Cheyenne) is 240 miles. At the other 
end of the system it is sought to re- 
tain properties in Deming, New Mex- 
ico, and Tucson, Arizona. From 
Tucson to the nearest of the compact 
properties in the system is 320 miles; 
from Deming to the same point is 
200 miles; and from Deming to Tuc- 
son is approximately 200 miles. The 
outlying properties at Sheridan, Dem- 
ing, and Tucson are not physically 
connected with any other property in 
the system, or with each other. All 
the intervening stretches between 
these properties are mountainous and 
sparsely settled. 


Counsel for respondents urge that 
we find as a matter of law that—“The 
states of Colorado, Wyoming, New 
Mexico, and Arizona are located in a 
single area or region within the mean- 
ing of that term as used in § 2(a) 
(29).” 

Comments in trade journals of the 
electric industry are cited in support. 
These make reference, however, to an 
area including not only the four 
states named, but also Montana, 
Idaho, Utah, and Nevada. 

We cannot accept this argument. 
Read as respondents wish the act to 
be read, it would comprehend he- 
gemonies of holding company control 
so vast that (under the area or region 
standard) the act would permit a 
few holding companies to divide the 
country. The language of the act 
does not permit, and Congress did not 
intend, such a result. 

“An operating system whose man- 
agement is confined in its interest, its 
energies, and its profits, to the needs, 
the problems, and the service of one 
regional community, is likely to serve 
that community better, to confine it- 
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self to the operating business, to be 
amenable to local regulation, to be at- 
tuned and responsive to the fair de- 
mands of the public, and, more often, 
get along with the public to mutual 
advantage essentially local 
enterprise is far less likely to accum- 
ulate a disproportionate amount of 
political and economic power.” ™ 

Thus we cannot agree with the 
contention that the entire group of 
properties could form an integrated 
system and we cannot, in view of 
their scattered location and their re- 
moteness from the central body of 
compact properties, find that the sys- 
tem properties in Sheridan, Deming, 
and Tucson are in the same area or 
region with the remainder of the sys- 
tem properties, or with each other. 
Therefore, under the standards of 
§ 2(a) (29) (A) these outlying prop- 
erties cannot be considered a single 
integrated system, or part of any 
single integrated system to be found 
elsewhere in the Rocky moun- 
tain territory. The evidence does in- 
dicate that each constitutes a single 
integrated system. 

Stonewall Electric Company, a Fed- 
eral subsidiary, owns certain rural 
transmission lines adjacent to proper- 
ties operated by the Sheridan, Tucson, 
Trinidad, and Albuquerque com- 
panies. These facilities are, in every 
case, operated as parts of the individ- 
ual system companies, and are inte- 
grated with the properties of each of 
these companies. 

We have herein outlined the con- 
fines of the integrated systems in the 
Rocky mountain area under the 





58 Report of Senate Committee on Interstate 
Commerce, 74th Cong. Ist Sess. Rep. No. 621 
on S. 2796, May 13, 1935, page 12. 
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standards of § 2(a)(29)(A). Our 
conclusions as to the maximum com- 
ponents are summarized as follows: 


Each of the following sets of prop-§ 
erties constitutes a single integrated 
system : 

1. The properties of Sheridan 
County Electric Company, together 
with those of Stonewall Electric Com- 
pany adjoining them. 

2. The properties of Rawlins Elec- 
tric Company. 

3. The combined properties of 
Cheyenne Light Fuel & Power Com- 
pany, The Arvada Electric Company, 
and Public Service Company of Colo- 
rado, except for the properties of the 
latter at Sedgewick and Ovid, with or 
without the properties of the Salida- 
Alamosa divisions of Public Service 
Company of Colorado. 

4. The properties of The Trinidad 
Electric Transmission, Railway & 
Gas Company, Las Vegas Light and 
Power Company, New Mexico Pow- 
er Company, and Albuquerque Gas 
& Electric Company, together with 
those of Stonewall Electric Company 
adjoining properties in this group and 
with or without the properties of the 
Salida-Alamosa division of Publid 
Service Company of Colorado. 

5. The properties of Deming Ice & 
Electric Company. 

6. The properties of the Tucso 
Gas, Electric Light & Power Com 
pany, together with those of Stone 
wall Electriz Company adjoining 
them. 

We shall now discuss the applica 
tion of the (A) (B) (C) Clauses o 
§ 11(b)(1) to the Rocky mountai 
properties. 
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The (A) (B) (C) Clauses as Applied 
to the Rocky Mountain Group 


(a) The Outlying Properties 

The three companies operating in 
the outlying territories are Sheridan 
County Electric Company, The Tuc- 
son Gas, Electric Light and Power 
Company, and Deming Ice & Electric 
Company. There is evidence that in- 
terconnections are regarded as desir- 
able among these outlying properties 
and the main parts of the system. A 
glance at the map will reveal that, 
whatever the type of connections 
built, these companies could not, un- 
der § 2(a) (29) (A), be regarded as 
part of any system including the main 
Federal properties in Colorado and 
New Mexico. Thus their retain- 
ability must be tested under the 
clauses of 11(b)(1) relating to addi- 
tional systems. No type of physical 
interconnection could relate the Sher- 
idan Company to any other Federal 
properties within the meaning of 
§ 2(a)(29). However, we believe 
that respondents should be given an 
opportunity to demonstrate that pos- 
sible interconnection of the Deming 
and Tuscon companies would so re- 
late the two as to permit a finding that 
together they constitute a single sys- 
tem. We will therefore reserve ju- 
risdiction as to the Deming and 
Tuscon companies. 

However, we must now find the 
Sheridan Company to be unretainable 
under the additional system clauses. 
No adequate showing has been made 


that substantial economies would be 
lost by the unrelated Sheridan proper- 
ties if severed from the control of a 
holding company whose interests cen- 
ter in areas over 700 miles away. It 
has been claimed that operating ex- 
penses for the Sheridan Company 
would increase 7 per cent if the com- 
pany were divested. We disagree; 
even accepting the bases of the calcula- 
tion we arrive at a 5.4 per cent in- 
crease, and some of its elements are 
questionable. 

Thus we cannot make the required 
finding under Clause A. We could 
not, if it were necessary to do so, make 
the required finding under Clause C 
in view of the distances and diverse 
areas involved. The Sheridan Com- 
pany cannot be retained by Federal in 
addition to any system in the main 
cluster of its properties. 


(b) The Central Cluster 

We have already disposed of the 
issues under the additional system 
clauses respecting the Sheridan, Dem- 
ing, and Tuscon properties. There 
are left, therefore, the Rawlins prop- 
erties (which we have found to con- 
stitute a single integrated system) and 
the two large systems containing, on 
the one hand the Public Service (and 
subsidiary) properties, and on the 
other the combined Salida-Alamosa, 
Trinidad, New Mexico, Las Vegas, 
and Albuquerque properties.” 

1. The respondents have estimated 
that if Rawlins Electric Company 
were operated on an independent basis, 





54The Sheridan properties are over 700 
miles away from the southern Colorado border. 

55 Whether or not the companies may be dis- 
posed of together may affect the time and man- 
ner of disposition. These and other problems 
involved in the disposition of these interests 
take it feasible to delay the entry of a final 
order at this time. 
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56 The discussion will be limited to the ap- 
plication of Clause (A). Clause (B), re- 
specting geographical limitations, is clearly 
satisfied, on the basis of a principal system in 
Colorado, and the size and spread of the prop- 
erties in the central cluster are not such as to 
raise any prima facie issues under Clause (C). 
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there would be an annual increase in 
general and administrative expenses of 
over $7,600. That figure is approxi- 
mately 5 per cent of the average gross 
operating revenues of the company for 
the years 1939 and 1940, and is esti- 
mated as 11 per cent of the average 
total operating expenses for the same 
years. These estimates are, as in all 
other cases in this record, based upon 
estimated increases which we find dif- 
ficult to accept. For example, it is 
estimated that an increase of approxi- 
mately 50 per cent in the salary of the 
president would be necessary if the 
company were independently operated. 
Substantial increases in the salaries of 
present management and operational 
personnel without apparent cause are 
also estimated.®” Further, the esti- 
mates of percentages, as we have not- 
ed, are made without apparent rela- 


tion to other reported data, and are 
subject to substantial revision. 
Functionally, the Rawlins properties 
form part of the U. S. B. R. system 
in the Wyoming area, rather than of 


the Power & Light system. The 
physical relationship of Rawlins prop- 
erties with the remainder of the 
group properties in the Rocky moun- 
tain area is extremely tenuous, and is 
an incidental result-of the fact that 
other group properties share in the 
U. S. B. R.’s power sources. Al- 
though the company is small, the rec- 
ord does not show that it is incapable 
of economic, independent operation. 


And this is one of the guides which 
(among others) Congress intended to 
be used in making a determination as 
to whether retention of control is 
warranted. 

As a guide in interpretation, this 
legislative history requires us to have 
regard for the possibility that reten- 
tion within the holding company sys- 
tem might result in substantial aid in 
the growth and development of the 
“additional” system. The facts in 
this record indicate that recent major 
benefits to the Rawlins properties have 
resulted, not from connection with 
the holding company system, but 
rather from physical interconnection 
with government-owned and operated 
facilities. 

The record does not demonstrate 
that the Rawlins properties may be 
retained under common control with 
any of the remaining properties in the 
Rocky mountain group. 

2. No combination of the Public 
Service Company of Colorado and its 
subsidiaries’ properties together with 
those of the Trinidad, New Mexico, 
Las Vegas, and Albuquerque con- 
panies (whether or not the Salida- 
Alamosa properties are included in 
the latter system) is permissible un- 
der the standards of Clause (A). 
Each of these two units of properties 
is a large and self-sufficient aggregate. 
Each is at present unrelated to the 
other, managerially and operationally. 
Except for the fact that the Salida- 





57 Although we do not specifically miention 
them in every case, economies affirmatively re- 
sulting from separation of holding company 
control are always to be considered. 

58 See remarks of Senator Wheeler inter- 
preting the action taken by the Conference 
Committee on § 11. 79 Cong. Rec. 14479. 


Of course it is not necessary to show, for 
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compliance with Clause (A), that an operat- 
ing system is totally dependent for its existence 
as a functioning unit on aid from the holding 
company, or other properties in the system. 
In that event the properties in question might 
well not comply with § 2(a)(29)(A) as a 
single integrated system, and the clauses re- 
ferring to additional integrated systems would 
have no application to them. 
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Alamosa properties are now adminis- 
tered by Public Service, the evidence 
does not indicate substantial contacts 
between these two groups of proper- 
ties. It does not appear that substan- 
tial economies would be lost if the two 
groups of operations were separated 
from common holding company con- 
trol. Although benefits are to be ex- 
pected from the connection between 
the main body of Public Service prop- 
erties and those of the Salida-Alamosa 
division, we do not believe that an in- 
terconnection would create such inter- 
dependence between the main body and 
the §Salida-Alamosa-Trinidad-New 
Mexico-Las Vegas-Albuquerque sys- 
tem as to necessitate common control, 
nor do we believe that their separation 
from common control will materially 
affect the benefits to be achieved by 
interconnection. The value of the 
proposed interconnections has been 
If the claims of 


strenuously urged. 
the respondents are to be taken as 
valid, then the latter interconnection 
would commend itself as feasible, even 
if the two groups of properties were 
separated from common control. 


We conclude, therefore, that if 
Power & Light limits itself to the 
Rocky mountain section, it may re- 
tain the following electric utility prop- 
erties : 

(a) The electric properties of Pub- 
lic Service and its subsidiaries (ex- 
clusive of the properties at Sedgewick 
and Ovid, and with or without the 
Salida-Alamosa division) or 

(b) The electric properties of the 
Trinidad, New Mexico, Las Vegas, 
and Albuquerque companies (with or 
without those of the Salida-Alamosa 
division of Public Service). 

In either event the Sheridan and 
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Rawlins companies must be disposed 
of. Properties of Stonewall Electric 
Company, adjoining other retainable 
system properties, may be retained. 


Gas Properties 

(a) Federal 

Gas utility operations of the Fed- 
eral system in the Rocky mountain 
section are conducted by the Tucson 
Gas, Electric Light and Power Com- 
pany, in Tucson, Arizona, by Albu- 
querque Gas and Electric Company in 
Albuquerque, New Mexico, by Trin- 
idad Electric Transmission, Railway 
and Gas Company in Trinidad, Colo- 
rado, and by Cheyenne Light, Fuel 
and Power Company in Cheyenne, 
Wyoming. Except for gas distributed 
by the Trinidad company in Trinidad, 
all gas sold by the Federal system is 
natural gas. 

1. Tucson. Gas distributed over 
the company-owned system is pur- 
chased at the city gate from El Paso 
Natural Gas Company, an unaffiliated 
company. Over 8,000 customers are 
served with gas. The electric and gas 
departments of the Tucson Company 
make some joint use of property and 
transportation equipment, and all ac- 
counting, billing, and collection work 
for both departments is handled by 
the same staff. It is estimated that 
annual savings of $60,000—$25,000 
for the electric operations and $35,- 
000 for the gas operations—result 
from this joint operation. 

The gas operations produce annual- 
ly about 30 per cent of the gross and 
20 per cent of the net revenues of the 
company. In 1939 the gross and net 
revenues of gas operations were 
$568,571 and $153,291, respectively. 
Here, as in all other instances of 
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joint control of gas and electric 
operations, there has been no attempt 
to explore the vital problems that af- 
fect the issues under § 11(b)(1). We 
have no way of knowing whether one 
business has been suppressed in favor 
of the other. We have no means of 
checking the accuracy of estimates of 
savings or of judging them in the 
light of a full knowledge of the facts. 
We therefore make no findings as to 
the retention of gas and electric prop- 
erties in combination of Tucson. 

Of course there has been no show- 
ing of any relationship between the 
Tucson gas properties and any other 
utility properties outside of the Tuc- 
son area. If the operations of the 
system are limited to the Rocky 
mountain section, and one of the larg- 
er groupings of properties is selected 
as the retainable system, the Tucson 
gas as well as the electric properties 
may not be retained. Since there is 
little likelihood that the Tucson elec- 
tric properties will be designated as 
the single system of Federal, we will 
not now determine whether we will 
permit the joint retention of the gas 
and electric properties in combination 
in the Tucson area.® 


2. Albuquerque 

Natural gas served in Albuquerque 
and vicinity is purchased under city- 
gate contracts from New Mexico Gas 
Company, a nonaffiliated company 
which procures its gas from local 
fields in northwestern New Mexico. 
About 9,000 customers are served 


with gas, and the operations produce 
about 33 per cent of gross and 21 per 
cent of net revenues. Management, 
central office facilities, meter-reading, 
storage facilities, and customer ac- 
counting are joint for the gas and 
electric operations. It is estimated by 
respondents that savings of $17,000 
per annum result to the electric and 
$31,000 per annum result to the gas 
operations by reason of this joint 
operation. 

Here, too, we desire further ey- 
idence before we make findings as 
to the retention of gas in addition to 
the electric operations. We shall de- 
fer such findings until we have afford- 
ed respondents the opportunity of 
presenting further evidence. 


3. Trinidad 

The Trinidad Company operates a 
gas manufacturing and distribution 
system in the city of Trinidad. It is 
a very small property, with 600 cus- 
tomers; gross operating revenues of 
about $22,000 and net, before interest 
and depreciation, of $1,800. 

The gas and electric properties at 
Trinidad are under the same local 
management and _ superintendence. 
Meter-reading and billing are done 
jointly and joint use is made of cen- 
tral office facilities. The gas depart- 
ment employs, for exclusive use, only 
seven employees. It is estimated by 
respondents that this joint operation 
saves $4,500 annually to the electric 
and $7,000 annually to the gas depart- 
ments. 





59 It may be pertinent to deal subsequently 
with the claim made by respondents that they 
are required to continue the operation of gas 
utility properties in Tucson by virtue of fran- 
chise requirements. An inspection of the fran- 
chise seems to show no warrant for this posi- 
tion. As far as we can determine, the fran- 
chise requires that “in consideration” of the 
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grant thereof the Tucson company, “its suc- 
cessors and assigns,” agree to maintain an ef- 
ficient service of gas and electricity and to 
increase the capacity. There is apparently no 
restriction against the assignment of transfer 
rights to any assignee which can undertake to 
fulfil the obligations of the assignor. 
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A finding as to retainability of the 
gas and electric operations in combina- 
tion will be withheld until opportunity 
has been afforded to respondents to 
present further evidence. 


(b) Power & Light 

[17] Public Service distributes gas 
at retail in 23 communities and at 
wholesale in 2 communities. Chey- 
enne Light Fuel & Power Company 
distributes gas in Cheyenne. Except 
for gas sold in Grand Junction, all 
gas distributed by Public Service is 
natural gas. 

We shall note summarily herein 
certain salient issues with respect to 
the gas operations of the Public 
Service group without a detailed 
description of the properties. The ev- 
idence does not permit more than a 
casual statement of the facts, and it 
does not permit us to make certain 
essential findings. 

The gas business of Public Service 
is the largest in the Rocky mountain 
group, having gross annual revenues 
of about $5,000,000 and serving al- 
most 90,000 customers. Whether 
the entire system of natural gas dis- 
tribution constitutes one or more in- 
tegrated systems cannot be determined 
from this record. Nor, respecting 
natural gas operations, can it be de- 
termined whether such system or 
systems or one or more of them might 
be retainable in addition to the elec- 
tric system. Different considerations 
may apply to natural gas operations in 
different territories. For example, in 
Denver, where large gas operations 
are conducted, there is relatively sep- 
arated management and operation of 
the gas and electric properties. In 
outlying communities there is joint 
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superintendence of both operations. 
There are several communities in 
which gas alone is served, and others 
in which both gas and electricity are 
served. The estimated annual sav- 
ings of $700,000 to the gas and elec- 
tric departments resulting from com- 
mon control must be further exam- 
ined, not only for its accuracy, but 
for its coverage of and effect upon the 
different gas properties in the sys- 
tem. 

Although we have postponed find- 
ings with respect to combinations of 
Public Service natural gas and elec- 
tric properties, we must, on the basis 
of this record, make definite findings 
with respect to the manufactured gas 
operations of the company in Grand 
Junction. These gas operations are 
small, they are unprofitable, and cus- 
tomers are continually being lost. No 
attempt is made to improve service or 
to build load, and little concern is be- 
ing manifest over the progressive 
decline of the properties. These facts 
illustrate one of the dangers existing 
when electricity and gas are jointly 
served in a community. Since Public . 
Service controls both, it is a matter of 
indifference whether it takes profit 
from one or the other operation. In 
fact the higher rate of profit in elec- 
tric distribution and the necessity of 
capital outlay to improve the gas prop- 
erties offer a distinct stimulus to 
neglect the gas business. This area 
may perhaps be easily served from 
natural gas sources. A company 
which has permitted the condition in 
Grand Junction to continue and has 
given no indication of effort to de- 
velop its existing manufactured gas 
resources or to introduce cheaper 
natural gas and promote its use in 
50 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


competition with electricity certainly 
cannot claim that substantial econ- 
omies will be lost by a severance of 
the properties from its control. We 
cannot find that the gas operations in 
Grand Junction (which clearly are 
not part of any larger integrated gas 
utility system) may be retained in 
conformance with § 11(b)(1), to- 
gether with the electric properties in 
that area. 


Nonutility Businesses 

In this section we will deal only 
with nonutility businesses within the 
major groups of properties in the 
Rocky mountain system, likely to 
serve as single systems for Federal 
and Power & Light if the latter should 
choose to limit itself to the Rocky 
mountain territory. We will make 
no finding with respect to the retain- 
ability of nonutility properties operat- 


ed in connection with the utility prop- 
erties of the Sheridan, Rawlins, Dem- 
ing, and Tucson companies. 


Power & Light 

1. Cheyenne 

Cheyenne Light Fuel and Power 
Company operates a steam business 
in the city of Cheyenne. Like many 
other utilities, the Cheyenne Com- 
pany distributes its exhaust steam 
after use in generation to provide a 
heating service. This is the kind of 
business which we have in many cases 
found to comply with the “other busi- 
ness” standards of § 11(b)(1). We 
find the steam business in Cheyenne 
to be retainable under that section in 
connection with the electric opera- 
tions of that company. 


2. Public Service Company of Col- 
orado 
(a) East Boulder Ditch Com- 
pany 

[18] This company, a subsidiary 
of Public Service, owns water rights 
necessary to supply condensing wa- 
ter to steam boilers of Public Service 
Company at its principal generating 
station in Valmont. The operations 
of the company are reasonably inci- 
dental and economically necessary 
and. appropriate to the proper func- 
tioning of the electric utility system, 
and we find it to be retainable under 


§ 11(b)(1). 


(b) Hillcrest Ditch and Reser- 
voir Company and The Green 
and Clear Lakes Company 

These companies, also subsidiaries 
of Public Service, own water storage 
facilities and supply water for use in 
generation. Clearly, this type of 
operation is reasonably incidental and 
economically necessary and appropri- 
ate to the proper functioning of the 
electric utility system, and we find 
that the companies may be retained 
under the standards of § 11(b)(1). 


(c) The Eastern Colorado Pow- 
er and Irrigation Company 

This company, a subsidiary of Pub- 
lic Service, owns land not presently 
used in utility operations, but which, 
with expanded operations, will be use- 
ful to provide water storage for elec- 
tric operations. We have no occa- 
sion for disputing the prudence of 
this investment, or the possible future 
use of the land so held. We believe 
it may be found that the operations of 





60 Although there is no detailed description 
of the Grand Junction gas properties, the ex- 
isting evidence is clear that they are not 


50 PUR(NS) 


presently economically managed. - There may, 
therefore, be considerable doubt whether the 
properties constitute an integrated system. 
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this company are reasonably incidental 
or economically necessary or appro- 
priate to the permissible utility opera- 
tions of Public Service, and that the 
Eastern Colorado Company may be 
retained under the standards of § 11 


(b) (1). 


(d) Colorado Interstate Gas 
Company and Colorado-Wy- 
oming Gas Company 

Colorado Interstate was organized 
for the purpose of constructing and 
operating a natural gas transmission 
line from the Texas Panhandle to 
Colorado. /At present this company 
supplies natural gas to Public Service. 
Colorado-Wyoming owns and oper- 
ates a gas transmission line running 
from a point near Littleton, Colorado 
(where it connects with facilities of 
Colorado Interstate), to Cheyenne, 
where its lines connect with the gas 
distribution facilities of the Chey- 
enne Light, Fuel and Power Company. 
Although further evidence might in- 
dicate that these businesses are rea- 
sonably incidental or economically 
necessary or appropriate to the gas 
utility operations of Public Service 
Company of Colorado, no finding with 
respect to their retainability within 
the Power & Light system may at 
present be made, since we have made 
no findings with respect to the reten- 
tion of the gas utility operations. De- 
cision as to the retainability of these 
facilities will be delayed until we have 
decided the issue as to the retention 
of gas utility operations in the Rocky 
mountain group. 


(e) Transportation Business 
Public Service operates, corporate- 
ly, a bus transportation business in the 
vicinity of Boulder, Colorado. Gross 
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revenues for the year 1939 in the 
transportation business amounted to 
merely $9,000, and there was a net 
deficit for that year of $19,000. Al- 
though there is evidence of some joint 
use of facilities, as between the util- 
ity and transportation businesses in 
Boulder, the record will not sustain a 
finding that there is any operating re- 
lationship between them. However, 
it is claimed on behalf of respondents 
that the franchise to conduct a utility 
business is premised on the essential 
condition that the company also 
operate transportation facilities, and 
that upon the assumption of the bus 
franchise, it was necessary to under- 
take to run the business for twenty 
years, unless abandonment were au- 
thorized. The franchise arrange- 
ments are stated to be such that the 
bus properties are treated as part of 
the electric rate base. Portions of 
the franchise were read into the rec- 
ord by a witness for the respondents, 
but the franchise itself was not intro- 
duced in evidence. 

We are unwilling to make a finding 
based upon the franchise provisions 
without the franchise itself before us. 
If the franchise is introduced at a re- 
opened hearing, or if it is otherwise 
placed in evidence, we shall study its 
provisions and make our decision 
concerning retention of the bus sys- 
tem in connection with the electric util- 
ity properties. 


(f) Steam 

A small steam business with gross 
revenues of $6,000 and annual deficits 
of over $15,000 is operated by Public 
Service in the city of Denver. The 
steam business, unlike many others, 
is not physically related to the electric 
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business, separate boilers being used 
to generate steam for heating distri- 
bution. To justify the retention of 
this business, it has been stated that 
its continuance fosters good will, and 
that it is feared that if some of the 
present steam customers were re- 
quired to install local facilities for 
heating, they might also install their 
own electric generating equipment. 
We find none of these arguments per- 
suasive to a conclusion that the steam 
business may be retained. Mere his- 
torical connection of utility and non- 
utility businesses, and the company’s 
private determination to foster “good 
will’ by expansion into unrelated 
fields, do not make a business reason- 
ably incidental or economically neces- 
sary or appropriate to utility opera- 
tions. 

Although we must find the business 
to be nonretainable, we are aware that 
great difficulty may be encountered in 
disposition of such an unprofitable 
venture. Respondents have available 
to them the machinery of § 11(c) 
which may be used, when the occasion 
justifies it, to procure extensions of 
time for compliance with disposition 
orders. 


(g) Tar 

[19] Public Service operates the 
Crown Tar Works, producing tar 
products for a world-wide market. 
This business, which, in 1939, pro- 
duced gross revenues of $124,000 and 
net of $10,000, originated as a means 
of utilizing the by-products of the 
company’s manufactured gas _busi- 
ness. Since the change to natural gas, 
the company has continued the tar 
business, obtaining tar from other gas 
manufacturers. The record is com- 
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pletely barren of evidence to indicate 
that the tar works bear any relation- 
ship to any permissible utility opera- 
tions of the system. We cannot find 
that the tar business is reasonably in- 
cidental or economically necessary or 
appropriate to the utility operations, 
and we conclude that the business 
must be disposed of. 


(h) Ice 

[20] Public Service operates an ice 
plant whose facilities are housed with- 
in the same building which contains 
electric facilities. The ice business 
uses some of the same machinery used 
in the electric operation, and is con- 
ducted by the same personnel. In our 
opinion the fact that nonutility facil- 
ities are proximate to those used in 
the utility business does not, by itself, 
indicate the existence of such a rela- 
tionship as warrants joint retention. 
However, when the economic and ef- 
ficient operation of utility facilities is 


‘aided by their use for nonutility pur- 


poses (as, for example, in the steam 
business) such a relationship exists. 
Further, the possibility of damage to 
electric properties from careless opera- 
tion by outsiders of a nonutility busi- 
ness conducted near a utility business 
is to be taken into consideration in 
determining whether the nonutility 
business should be operated by per- 
sonnel of the utility company. See Re 
The North American Co. (opinion on 
petition for rehearing) (1942) Hold- 
ing Company Act Release No. 3630. 


However, evidence necessary to a 
favorable finding is lacking in this 


case. We cannot, therefore, find that 
the ice business is retainable in con- 
nection with the electric utility prop- 
erties of Public Service Company of 
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Colorado, and disposition must be or- 
dered. 


Federal 

1. Trinidad 

The Trinidad Company operates a 
small steam business used to heat a 
single railroad station. For this serv- 
ice the company receives $600 a year. 
The steam plant is somehow connect- 
ed with the gas properties. We do not 
know how, or to what extent the 
operations are related. There is be- 
fore us no evidence which indicates 
any such connection between permis- 
sible utility, and nonutility operations 
as to warrant retention. However, 
since such connection as does exist ap- 
parently exists with respect to the gas 
operations, and since we make no 
findings with respect to the retainabil- 
ity of the gas operations, we will de- 
lay a finding with respect to the steam 
operations in Trinidad until we make 
a determination as to the gas utility 
properties of the Trinidad Company. 
The respondents may avail themselves 
of the opportunity to present ev- 
idence with respect to the steam opera- 
t'-1 when further evidence is pro- 
duced with respect to the gas system. 


2. New Mexico Power Company 
(a) Water Service 

The New Mexico Company renders 

water service in Santa Fe and in Las 


Vegas. The Santa Fe waterworks 
uses storage facilities, garages, meter 
shops and meter-reading, and repair 
personnel jointly with the electric fa- 
cilities. The New Mexico Company 
operates, in Santa Fe, a small hydro 
plant of 100-kilowatt capacity. 
There appears to be some operating 
connection as between the company- 
owned waterworks facilities in Santa 
[24] 
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Fe and this hydro plant. However, 
there is no evidence that the distribu- 
tion facilities of the water operations 
have any connection with this small 
generating plant or are reasonably in- 
cidental or economically necessary 
thereto. We cannot find that so much 
of the water facilities in Santa Fe as 
is not necessary for proper main- 
tenance and operation of this small 
hydro plant may be retained in con- 
formance with the standards of § 11 
(b) (1). 

The water system at Las Vegas— 
although owned by the New Mexico 
Company—is operated through a 
separate division, locally managed by 
the president of the Las Vegas Com- 
pany. The water system at Las Ve- 
gas consists of reservoirs and dis- 
tribution mains. Outside of evidence 
that the operation of the water de- 
partment (which produces annually 
between $35,000 and $40,000 of net 
revenue) helps in paying for operating 
personnel of the electric operations, 
and estimates that over $4,000 is 
saved annually for the utility depart- 
ment through joint ownership, there 
is no showing of any connection be- 
tween the water and utility operations 
in Las Vegas, so as to permit us to 
find that the water business is reason- 
ably incidental or economically neces- 
sary or appropriate to the utility 
operations. We must, therefore, or- 
der disposition of the water properties 
in Las Vegas. 


Conclusions 
A. Federal 
Company 
Federal may retain, at the max- 
imum, its present interests in the 
Trinidad, New Mexico, Las Vegas, 
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and Albuquerque companies (to- 
gether with adjoining properties of 
Stonewall Electric Company), and it 
may, consistently with the integration 
standards of § 10(c), acquire and 
operate the Salida-Alamosa division 
of Public Service Company of Colo- 
rado as part of its system. Should it 
choose so to limit itself, it must dis- 
pose of all its other interests, except 
for that portion of the water business 
of New Mexico Power Company as 
may be necessary to supply generat- 
ing facilities. 

We have reserved for future con- 
sideration, in accordance with the 
views expressed herein, the questions 
involved in the retention of the gas 
utility businesses conducted in this 
group of companies, as well as the 
steam business of the Trinidad Com- 
pany and interests in the Deming and 
Tucson companies. No findings are 
made on issues related to the joint 
operation of utility and nonutility 
businesses of the Sheridan, Rawlins, 
Deming, and Tucson companies and 
jurisdiction is hereby retained to 
make such findings when appropriate. 


B. Cities Service Power & Light 
Company 

Should Power & Light limit itself 
to holdings in the Rocky mountain 
section it may (through the retention 
of holdings in Federal) retain the 
utility system and nonutility business 
outlined herein for Federal exclusive- 
ly in the Rocky mountain section. It 
may, however, limit itself to the per- 
missible operations of its direct sub- 
sidiary, Public Service of Colorado, 
as herein outlined. In order for Pow- 
er & Light to continue to retain its in- 
terest in Public Service, the latter 
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company will be required to divest it- 
self of its transit business, its steam 
business in Denver, its tar works, and 
its ice business. 

We have reserved decision on 
questions involved in the joint opera- 
tion of the gas and electric utility 
businesses of Public Service of Col- 
orado, except for the gas business in 
Grand Junction, which we _ have 
found to be unretainable in connec- 
tion with the electric utility business 
of the company. 


System Service Companies 

Electric Advisers, Inc. and Fed- 
eral Advisers, Inc. are system mutual 
service companies servicing subsidi- 
aries of Power & Light and Federal 
respectively. It is obvious that when 
Power & Light and Federal have 
complied with the provisions of § 11 
(b)(1) the service companies will 


have to be abolished or radically ad- 
justed. What should be done can- 
not be determined until it is known 
what system rearrangements are to 


take place. While we have exercised 
our jurisdiction to order the separa- 
tion of a mutual service company 
from a system whose scope is to 
be diminished by the application 
of § 11(b)(1) (see Re Engineers 
Pub. Service Co. (1942) Holding 
Company Act Release No. 3796, 46 
PUR(NS) 68) we believe it appro- 
priate in this case to delay decision 
on this issue. Our present order will 
therefore make no provision as to the 
disposition of the service companies, 
but we will reserve jurisdiction to ex- 
amine, at a future date, the Federal 
and Power & Light service company 
arrangements respecting the system 
as limited under § 11(b)(1) and to 
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make such further orders as may be 
necessary. 


Scattered Properties 

As we have noted, the Power & 
Light system contains utility proper- 
ties outside the three main sections 
discussed in this opinion. It will be 
recalled that the respondents have 
raised no issues concerning the re- 
tainability of these properties togeth- 
er with those in the main sections. 
There is no evidence in support of 
their retainability together with the 
operations of the various systems as 
limited by/our order, and their dis- 
position may now be ordered.™ 
Thus, Federal will be ordered to dis- 
pose of its interest in: Olympic Pub- 
lic Service Company, Power & Light 
will be ordered to dispose of its in- 
terests in: Olympic Public Service 
Company, Spokane Gas and Fuel 
Company, East Tennessee Light and 


Power Company, Danbury & Bethel 
Gas and Electric Light Company, 


Knoxville Gas Company, Durham 
Public Service Company, and Citizens 
Gas Fuel Company. 


Miscellaneous Investments 

The record contains no evidence 
justifying the retainability of any of 
the investments of the system in non- 
controlled enterprises. We must or- 
der the divestment of all of these 
interests. We shall, however, afford 
respondents a further opportunity to 


present evidence thereon upon re- 
quest specifically made within fifteen 
days of the date of our order herein. 
If, upon the basis of the facts, it is 
necessary to do so, we will amend 
our order appropriately. 


The Order 

In this opinion we have acceded to 
the request to make findings as to 
retainable operations on the basis of 
principal systems in each of the three 
main sections. This opinion, there- 
fore, affords to respondents all the 
information necessary to a choice as 
among these sections. 


We noted, in our prior discussion, 
the necessity of issuing an explicit 
order directing that the system be 
limited in accordance with § 11(b) 
(1). The order will therefore desig- 
nate, for each holding company re- 
spondent, the principal utility system 
to which it shall limit itself, and will 
indicate what dispositions are neces- 
sary on the basis thereof. If, after 
the period designated in the order, 
no contrary indications are made re- 
specting the choice of a single system, 
and appropriate action is not taken 
respecting any other matter so left 
open, the order becomes final in all 
respects. 


Further, our order will indicate 
the procedure to be followed respect- 
ing all issues as to which no final 
determination is made in this opinion. 





61 Based on a single system in the Rocky 
mountain section, Clause (B) of § 11(b) (1) 
would bar the retention of any of the scattered 
properties. On the basis of a principal system 
in the Mid-Continent section, none but part of 
the operations of East Tennessee could be re- 


tained. Based upon a principal system in 
Ohio, all except the minor gas operations in 
Michigan would be barred. Respecting those 
properties not so barred, the record does not 
permit findings that they may be retained un- 
der Clauses (A) and (C) of § 11(b) (1). 
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SECURITIES AND EXCHANGE COMMISSION 


Re Cities Service Power & Light 
Company et al. 


[File No. 59-7, Release No. 4551.] 


Procedure, § 32 — Rehearing — Formal contentions — Simplification of holding 
company system. 

1. A petition for rehearing of a proceeding brought under § 11(b) (1) of the 
Holding Company Act, 15 USCA § 79k(b)(1), on the grounds that the 
Commission’s findings of fact are unsupported by substantial evidence; that 
the Commission erroneously interpreted the “other business” clauses of § 11 
(b) (1); that it erroneously construed Clause (C) of that section, and that, 
in designating a particular system under the control of the respondent hold- 
ing company as its single system, and providing for a 15-day period within 
which it might elect to limit itself to some other system, the Commission 
exceeded its powers under the section; and that, as construed in the find- 
ings, § 11(b)(1) is unconstitutional, should be denied, where no particular 
defects in the Commission’s findings were pointed out, no parts of the rec- 
ord were alluded to in support of the claims of error, and, in general, it 
was apparent that this part of the petition had been filed merely as a formal 
step preliminary to seeking judicial review, p. 373. 


Procedure, § 33 — Rehearing — Lack of notice — Simplification of holding com- 
pany system. 

2. A rehearing of a proceeding brought under § 11(b)(1) of the Holding 
Company Act, 15 USCA § 79k(b)(1), in which the respondent holding 
company was ordered to divest itself of properties found not to be retain- 
able under the section should be granted, where the petition for rehearing 
is predicated on the fact that counsel for the Public Utilities Division of 
the Commission conceded, during the course of the proceedings, that certain 
properties were retainable and that the respondent company had, therefore, 
no notice that issues were raised respecting the retainability of the proper- 
ties ordered to be divested, p. 373. 


Procedure, § 32 — Rehearing — Pending judicial proceedings — Simplification 
of holding company system. 

3. A petition for rehearing of a proceeding brought under § 11(b)(1) of 
the Holding Company Act, 15 USCA § 79k(b)(1), in which properties 
were required to be disposed of under Clause (B) of that section as inter- 
preted by the Commission, in order to introduce evidence under Clauses 
(A) and (C) of the same section, should be denied even though the Com- 
mission’s interpretation of Clause (B) is now in question before the court 
of appeals for the District of Columbia, since no purpose would be served 
by such evidence if the Commission’s interpretation of Clause (B) should 
be sustained and if it is not, such evidence may appropriately be introduced 
at a later date, p. 374. 


[September 10, 1943.] 
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ETITION for rehearing and modification of proceeding 

brought under § (11)(b)(1) of Holding Company Act re- 

lating to divestment of nonretainable properties by holding com- 

pany; petition denied in part and granted in part. For Commis- 

sion decision ordering divestment of nonretainable properties, 
see ante, p. 328. 


APPEARANCES: T. J. Tingley, 
and Frank Field, for the Public Util- 
ities Division of the Commission; 
Chapman & Cutler, by Perry N. Chad- 
wick and Ralph Huck, and Frueauff, 
Burns & Ruch, by Clinton J. Ruch 
and Eugene R. Sullivan, for the re- 
spondents. 


By the Commission: On August 
17, 1943, we issued an order in pro- 
ceedings under § 11(b)(1), 15 
USCA § 79k(b) (1) respecting Cities 
Service Power & Light Company 
(“Power & Light”) and its sub- 
sidiaries, requiring that company and 


registered public utility holding com- 
panies in its system to divest them- 
selves of properties found to be unre- 


tainable. Re Cities Service Power & 
Light Co. (1943) Holding Company 
Act Release No. 4489, ante, p. 328. 
One of the principal subsidiary hold- 
ing companies in the Power & Light 
system is Federal Light & Traction 
Company (“Federal’’). 

On August 23, 1943, both Power & 
Light and Federal filed petitions for 
rehearing. 


The Power & Light Petition 
[1] Power & Light attacks certain 


major findings and provisions of the 
order requiring disposition of utility 


and nonutility properties, alleging it- 
self to have been aggrieved on the 
grounds that the Commission’s find- 
ings of fact are not supported by sub- 
stantial evidence, that the Commission 
has erroneously interpreted the “other 
business” clauses of § 11(b) (1), that 
it has erroneously construed Clause 
(C) of that section, and that, in 
designating a particular system under 
the control of Power & Light as its 
single system, and providing for a 
15-day period within which it might 
elect to limit itself to some other sys- 
tem, the Commission exceeded its 
powers under the section.’ It is al- 
leged that, as construed in the find- 
ings, opinion and order of August 
17th, supra, § 11(b)(1) is unconsti- 
tutional. 

In connection with these allega- 
tions, no particular defects in our find- 
ings are pointed out, no parts of the 
record are alluded to in support of 
the claims of error, and, in general, it 
is apparent that this part of the peti- 
tion has been filed merely as a formal 
step preliminary to seeking judicial 
review. No useful purpose would be 
served by granting a rehearing on 
these matters. 

[2] There are, however, some 
other matters as to which a rehearing 





1 This method of procedure was used by the 
Commission in the § 11(b)(1) proceeding 
with respect to. Re North American Co. 
(1942) Holding Company Act Release No. 
3405, 43 PUR(NS) 257, our order was af- 
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firmed in North American Co. v. Securities 
and Exchange Commission (1943) 47 PUR 
(NS) 6, 133 F(2d) 148, 151, and the method 
was specifically approved by the court. 
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is requested and may well be appro- 
priate. In the course of the proceed- 
ings counsel for the Public Utilities 
Division conceded that certain non- 
utility properties in various parts of 
the Power & Light system were re- 
tainable under the “other business” 
clauses of § 11(b)(1). Upon con- 
sideration of the record we found that 
disposition of those properties was re- 
quired. Power & Light claims that 
because of the concessions it was not 
advised that any issue was to be raised 
upon retainability of those properties, 
and that it was not afforded a full op- 
portunity to make a record. We be- 
lieve that Power & Light should be 
afforded every opportunity of present- 
ing a full record on issues of which it 
is fully apprised. We were aware of 
the concessions and the problems 
raised. Our order of divestment was 
predicated on our belief that Power 
& Light had given us all the relevant 
evidence at its command. If it has 
more we will receive it. 

We shall provide for further hear- 
ings on the retainability of properties 
affected by the concessions. They are 
particularly set forth in our order 
herein. In order to preserve Power & 
Light’s rights, effectiveness of our 
order respecting the disposition of 
those properties will be stayed pend- 
ing further order. 

[8] Power & Light controls proper- 
ties lying, generally, in three sections 
of the country—Ohio; Missouri, Kan- 
sas, Oklahoma, and Arkansas; and 
Wyoming, Colorado, New Mexico, 
and Arizona. Each of these sections 
was considered separately in the opin- 
ion. Since the standards of Clause 
(B) of § 11(b)(1), as we have in- 
terpreted them (see Re Engineers 
50 PUR(NS) 


Pub. Service Co. (1941) Holding 
Company Act Release No. 2897, 9 
SEC 764, 40 PUR(NS) 1, auto- 
matically bar the retention of the 
major groupings under common con- 
trol, counsel for respondents intro- 
duced no evidence and made no argu- 
ment to show that combination of the 
large groups would be possible under 
Clauses (A) and (C). However, 
Power & Light points to the fact that 
our interpretation of Clause (B) is 
now. in question before the court of 
appeals for the District of Columbia 
in the Engineers Case, supra, and it 
requests leave to introduce evidence 
under Clauses (A) and (C). 

The request is denied. Such ev- 
idence would be complex and volum- 
inous and would require much time 
for preparation, presentation, and 
consideration. There is no place for 
the evidence unless we are required 
by the courts to assert some theory of 
Clause (B) which would permit the 
retention of the highly scattered sys- 
tems of Power & Light. If we are 
required to adopt such an interpreta- 
tion we have ample power under § 11 
to reopen these proceedings to take 
such evidence and make such modifi- 
cations of our order as may be appro- 
priate. And upon a showing of due 
diligence and possible prejudice Pow- 
er & Light may obtain a year’s exten- 
sion for compliance. Even on the ex- 
piration of that period Power & Light 
will have the protection of the courts 
against prejudice. We cannot discern 
any present reason for the additional 
evidence or any instant harm to Pow- 
er & Light in permitting the record 
to stand. 

The Federal Petition 
Certain nonutility properties in the 
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Federal system were conceded by 
counsel for the Division, in the course 
of the proceedings under § 11(b) (1), 
to be retainable. It presents a request 
similar to that of Power & Light for 
further hearing on these properties. 
We shall reopen the record with 
respect to these properties and stay the 
effectiveness of our order of disposi- 
tion thereof until further order. 

In our order of August 17th, supra, 
we reserved jurisdiction on the ques- 
tion of disposal by Federal of The 


Tucson Gas, Electric Light and Power 
Company. Tucson Rapid Transit 
Company owns traction properties in 
Tucson; Federal Realty Company 
owns related real estate; and Stone- 
wall Electric Company owns certain 
lines adjoining the Tucson electric 
properties. Federal has requested 
that we modify our order to include 
the latter companies in our reserva- 
tion of jurisdiction. The order will 
be so amended. 
An appropriate order will issue. 





UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA 


Puget Sound Power & Light Company 


Federal Power Commission 


[No. 8401.] 
(— US App DC —, 137 F(2d) 701.) 


Valuation, § 139 — Interest during construction — Prolonged construction period 


— Power project. 


1. Interest on construction cost of a federally licensed power project is prop- 
erly limited to the period during which the project should, in the exercise of 
due diligence, have been completed, instead of being allowed to the time 
of actual completion, when the licensee has delayed completion during a fi- 


nancial depression, p. 376. 


Valuation, § 150 — Taxes during construction — Prolonged construction period — 


Power project. 


2. Taxes during construction of a federally licensed power project are prop- 
erly limited to the period during which the project should, in the exercise of 
due diligence, have been completed, instead of being allowed to the time of 
actual completion, when the licensee has delayed completion during a finan- 


cial depression, p. 376. 


Valuation, § 168 — Power project cost — Contingent salaries — Employees of 


affiliate. 


3. Contingent salaries paid by a licensed power company to a small per- 
centage of employees of an affiliated service company, based on a percentage 
of the net earnings of the corporation, are properly excluded from the orig- 
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inal cost of the licensed project as a share in the profits of the affiliate, and 
the fact that these payments have been allowed as deductions from the cor- 
porate income tax of the affiliate has no bearing on the question, p. 379. 


Valuation, § 69.1 — Cost of power project — Profits of affiliate. 
4. Every element of profit of an affiliated company must be excluded in the 


determination of the actual legitimate cost of a federally licensed power 
project, and this rule cannot be avoided by making a selected group of em- 


p. 


ployees quasi partners in the enterprise and distributing the profits to them, 
379. ‘ 


Valuation, § 121 — Power project cost — Expenses of affiliate — Relation to 


project. 


5. A ruling of the Federal Power Commission disallowing as project cost 
various items consisting of expenses of branch offices maintained to contact 
existing and prospective clients and develop new business for an affiliate, of 
advertising expenses and amounts paid for publicity, ‘and of miscellaneous 
items for the general welfare of employees, should not be reversed when 
nothing in the record links these expenses with the particular project, p. 379. 


Appeal and review, § 28.7 — Conclusiveness of findings — Determination of proj- 
ect cost — Federal Power Commission, 


6. Congress has entrusted findings of fact to the Federal Power Commission 
with respect to the determination of the original cost of a power project, 
and courts must regard the division of responsibility which Congress as a 
matter of policy has embodied in the statute, p. 379. 


[August 23, 1943.] 
EVIEW of order determining actual legitimate cost of federally 


licensed power project; affirmed. For Commission deci- 
sion, see (1942) 45 PUR(NS) 237. 


APPEARANCES: William E. Tuck- 
er, of New York city, with whom 
Paul D. Miller, of New York city, 
appeared on the brief, for petitioner ; 
Charles V. Shannon, General Coun- 
sel, Federal Power Commission, of 
Washington, D. C., with whom Louis 
W. McKernan and Reuben Goldberg, 
both of Washington, D. C., appeared 
on the brief, for respondent. 

Before Groner, Chief Justice, and 
Edgerton and Arnold, Associate Jus- 
tices. 


ARNOLD, A. J.: The petitioner in 
this case holds a license from the Fed- 
eral Power Commission on a project 
known as the Rock Island Project 
No. 943 for a hydroelectric plant on 
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the Columbia river in the state of 
Washington. Acting under the au- 
thority of- § 797(b),? the Federal 
Power Commission determined the 
actual legitimate original cost of the 
project and required petitioner to cor- 
rect its books of account to reflect 
such determination. 

[1, 2] The petitioner seeks a review 
of that order on the ground (1) that 
the Commission refused to allow in- 
terest and taxes up to the date of the 
termination of the construction; and 
(2) that it refused to allow, as costs 
of the project, allocations of overhead 
costs of two engineering companies 





1Section 4(b) of the Federal Water Power 
Act, as amended, 16 USCA §-79la et seq. 
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which were affiliated with the peti- 
tioner. 

With respect to the first ground for 
review, to wit, the refusal to allow 
petitioner to capitalize interest charges 
up to the date of actual completion 
of the project, the situation is as fol- 
lows: Under § 3, subdiv. 13, of the 
Federal Power Act, 16 USCA § 796 
(13), net investment in a licensed 
power project is defined as the “ac- 
tual legitimate original cost thereof 
as defined and interpreted in the ‘classi- 
fication of investment in road and 
equipment’ of steam roads, issue of 
1914, Interstate Commerce Commis- 
sion.’”’ This classification allows in- 
terest during construction to be added 
to cost. The principle of allowing the 
capitalization of this interest charge 
rests on the premise that during the 
period of construction “there is no 
operating income available with which 
to meet these necessary charges inci- 
dent to construction.* To justify al- 
lowance of interest during construc- 
tion as part of the cost of the project 
it must appear that the licensee car- 
ried out his obligation, which is a 
term of the license, to prosecute the 
construction with due diligence. 


The license for the project in the 
present case was issued on January 
21, 1930, to the Washington Electric 
Company, and thereafter transferred 
to petitioner, with the Commission’s 
approval, on June 30, 1931. The 
actual completion of the project was 
January 21, 1933. The Commission, 
however, found that, in the exercise 
of due diligence required by the act 
and the license, the project should 
have been completed by August 1, 


2 Re Chelan Electric Co, (1933) 1 Fed PC 
91, 97, 2 PUR(NS) 408. 





1932. The Commission, therefore, 
took that date rather than January 21, 
1933, as the term..iation of the period 
during which the interest and the 
taxes could be allowed as part of the 
original cost. Petitioner admits that 
so far as physical conditions were 
concerned, the project could have been 
completed earlier than January, 1933. 
The delay in construction during 
1930 and 1931 was caused by the pe- 
titioner in order to avoid the hazard 
of borrowing large sums during the 
depression. 

Petitioner claims, on the basis of 
opinion evidence, that the unsettled 
financial conditions of the years 1930 
and 1931 made it inadvisable to sell 
bonds on a long-term basis because of 
the uncertainty of future interest 
rates. The same conditions made it 
hazardous to borrow on short-term 
notes. Furthermore, the demand for 
power had dropped so that there was 
a probability of loss if the project 
were put into operation as soon as 
physical conditions permitted. Peti- 
tioner then argues that since sound 
business judgment during the finan- 
cial upset of 1930 and 1931 required 
it to delay completion of the project, 
such delay was consistent with due 
diligence. Indeed, it claims credit 
for “high courage” in completing the 
project at all. 

There is nothing in the act or in 
the license which justifies such an in- 
terpretation of the obligation of the 
licensee to prosecute the construction 
of a Federal power project with due 
diligence. To permit interest to be 
added to costs where the sound busi- 
ness judgment of the licensee counsels 
delay in order to improve its financial 
position is to allow an element-of pure 
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speculation to be included in net value. 
If such an element of cost were al- 
lowed it would give an incentive to 
the licensee to delay the construction 
of any project where it felt it would 
lose money by bringing it into imme- 
diate operation. 

When a license is accepted the li- 
censee assumes the risk of loss in the 
hope of profit. If losses are incurred 
in the first few years they are not an 
element in determining the net value.’ 
By the same token if delays are de- 
liberately caused during construction 
to avoid financial risk in borrowing 
money for an earlier completion of 
the project, interest during such 


period should not be considered as 
part of the legitimate cost of the 
project. 

The petitioner does not contest this 
principle in the ordinary case. It 
claims, however, that the depression 


which began in 1930 and 1931 should 
be compared to a flood or an earth- 
quake as a justification for delay, and 
should, therefore, excuse the petition- 
er from obligations which were en- 
tered into with the expectation of 
normal times. Such a doctrine has 
never been applied to obligations of 
ordinary citizens during a depression, 
and we can find nothing in the statute 
to warrant a special exception in 
favor of a public utility. Such a doc- 
trine would require distinction be- 
tween minor and major conditions of 
financial distress in order to de- 
termine which ones were bad enough 
to be compared with earthquakes. 
The economic result would be to en- 
courage licensees under Federal li- 





8 Galveston Electric Co. v. Galveston 258 
388, 66 L ed 678, PUR1922D 159, 42S C 
A; 
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censed power projects to stop employ- 
ment at the very time that employ- 
ment was most needed. And it would 
be going far to say that this was with- 
in the congressional intendment. 

In the case of Florida Power Corp. 
(1937) 1 Fed P C 390, upon which 
the petitioner relies, the Commission 
did extend the time during which in- 
terest on construction funds could be 
capitalized because the licensee was 
unable to get funds under depression 
conditions. Whether that holding 
was right is a serious question which 
we are not now called upon to decide. 
In that case the Commission found 
“that construction proceeded as rapid- 
ly as funds were made available.” In 
the case before us petitioner had the 
ability to borrow and refrained for 
business reasons. 


As an alternative argument for an 
extension of the construction period, 
petitioner claims that even if it had 
proceeded with the project certain 
mechanical difficulties which were dis- 
covered during the progress of con- 
struction would have developed at an 
earlier period, and, therefore, in all 
probability, delayed completion until 
November 15, 1932. The evidence to 
support this consists of the opinions 
of expert witnesses for the petitioner 
to the effect that these difficulties were 
met and corrected within a reasonable 
time after discovery. This may very 
well be true, but it does not follow 
that because of this more time should 
have been allowed by the Commission. 
The undisputed fact is that the neces- 
sary parts for this construction were 
purposely held back and their installa- 
tion purposely delayed with the ob- 
ject of prolonging the completion. In 
these circumstances the Commission 
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was well within its powers in refusing 
to consider the subsequent repairs and 
revisions as justifying extension of 
time of completion. 

[38, 4] The second group of items 
which the petitioner claims have been 
erroneously disallowed, as elements of 
cost, relate to fees paid to Stone & 
Webster Engineering Corporation and 
Stone & Webster Service Corpora- 
tion. It is admitted that these cor- 
porations are affiliates of the petition- 
er and, therefore, only actual cost of 
the affiliated companies can be in- 
cluded in the net value of the project. 
The Commission disallowed contin- 
gent salaries paid to a small percent- 
age of the employees of Stone & Web- 
ster. These salaries were based on a 
percentage of the net earnings of the 
corporation. For that reason the 


Commission found them to be a share 
in the profits of the affiliate, and, 


therefore, not allowable as an element 
of actual cost. It is difficult to see 
how the Commission could have 
found otherwise. The fact that these 
payments have been allowed as deduc- 
tions from the corporate income tax 
of Stone & Webster has no bearing on 
the question before the Commission. 
Every element of profit of an affiliat- 
ed company must be excluded in the 
determination of the actual legitimate 
cost of the project. That rule can- 
not be avoided by making a selected 
group of employees quasi partners in 
the enterprise and distributing the 
profits to them. 

In the case of Alabama Power Co. 
v. Federal Power Commission,* the 
court compelled the Commission to 
allow bonuses paid to employees gen- 


erally at the end of the year. But 
these bonuses were not contingent up- 
on profits. They had been paid so 
regularly for seven or eight years that 
the court treated them as salaries, not 
as contingent payments or unexpected 
gifts. This decision has no bearing 
on the question presented here. 

[5, 6] The balance of the items 
disallowed were listed as “investiga- 
tion expenses,’ “other new business 
expenses,” and “miscellaneous items.” 
They consist of expenses of branch 
offices maintained to contact existing 
and prospective clients and develop 
new business for Stone & Webster, of 
advertising expenses and amounts 
paid for publicity, and finally of mis- 
cellaneous items for the general wel- 
fare of employees, their entertain- 
ment, expenses incident to sickness, 
payments to relatives of deceased em- 
ployees, and a donation to the Massa- 
chusetts Institute of Technology 
which gave Stone & Webster a some- 
what indefinite privilege of using the 
library and consulting with the staff 
of that institution. Nothing in the 
record links these expenses with the 
particular project sufficiently to war- 
rant this court in reversing the ruling 
of the Federal Power Commission in 
disallowing the items. As the Su- 
preme Court said in National Labor 
Relations Board v. Link-Belt Co.,' 
“Not by accident, but in line with a 
general policy, Congress has deemed 
it wise to entrust the finding of facts 
to these specialized agencies. It is 
essential that courts regard this divi- 
sion of responsibility which Congress 
as a matter of policy has embodied in 
the very statute from which the court 
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of appeals derived its jurisdiction to 
act.”’ 


The orders of the Federal Power 
Commission will, therefore, be af- 
firmed. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Village of Pardeeville 


[2-U-1860.] 


Evidence, § 27 — Expert testimony — Hearsay evidence. 
1. Testimony of a rate expert as to the apportionment of items of fixed 
capital and operating expenses between fire protection and general consumer 
service should not be excluded as hearsay although the report of the fire 
insurance rating bureau on which his testimony is based has not been pro- 
duced as a basis for cross-examination, p. 381. 


Apportionment, § 50 — Water company — Fire protection service. 


2. The allocation of 61.5 per cent of a water company’s return to fire pro- 
tection service and 38.5 per cent to general service was deemed reasonable, 


p. 381. 


Rates, § 134 — Reasonableness — Comparison. 


3. Proposed rates for fire protection service should be allowed, if reasonable, 
regardless of comparisons with other similar utilities, p. 382. 


Rates, § 86 — Powers of Commission — Retroactive order. 
4. The Commission does not have power to make retroactive rate orders, 


p. 382. 


[May 1, 1943.] 


PPLICATION of municipal plant for authority to increase rates 
l \ for fire protection service; rate increase granted. 


By the Commission: On August 
10, 1942, the village of Pardeeville as 
a public water utility, Columbia coun- 
ty, filed its application for authority 
to increase its rate for fire protection 
service furnished to the village. 


APPEARANCES: Village of Pardee- 
ville, by Rogers and Owens, Attor- 
neys, Portage, by Phillip Owens, C. 
E. Nichols, Superintendent, Henry 
50 PUR(NS) 


Cruckson, Village Clerk, and William 
J. Reuhl, Trustee; Pardeeville Water 
Commission, by Charles E. Nichols, 
William J. Reuhl, and Lyle V. Smith. 
In opposition: Ada B. Chandler, as 
a taxpayer, Estate of Joseph Chand- 
ler, by Bogue, Sanderson and Kamm- 
holz, Attorneys, Portage, by David 
Bogue. Of the Commission staff: P. 
A. Reynolds, Rates and Research De- 
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RE VILLAGE OF PARDEEVILLE 


partment, and H. T. Ferguson, Legal 
Department. 

Briefs were filed. 

[1] Subsequent to the hearing of 
September 14, 1942, a study of the 
financial and other records of the util- 
ity was made by a staff rate analyst at 
the Commission’s direction. His re- 
port was furnished the parties and 
upon request therefor a further hear- 
ing was held at which the rate analyst 
was cross-examined at length. 

The rate analyst, in his study, made 
use of a report of the Fire Insurance 
Rating Bureau in arriving at a basis 
for the apportionment of certain items 
of fixed capital and operating expenses 
between fire protection and general 
consumer service. Counsel for the in- 
tervening taxpayer objected to all tes- 
timony and evidence with respect to 
the contents of that report or conclu- 
sions based thereon on the ground that 
such testimony is hearsay and that the 
report was not produced as a basis for 
cross-examination. The rate analyst, 
however, testified as an expert and as 
such was not obligated to produce this 
report. The examiner’s action on 
overruling the objection was correct. 
This and other objections were over- 
ruled, but no request for a review of 
such rulings by the Commission was 
filed as provided in Rule 14, Rules of 
Procedure and Practice. 


[2] The total cost of fixed capital 
as shown on page 2 of Exhibit 
5 introduced by the staff was $99,- 
066.45 as of December 28, 1942. In 
order to arrive at a rate base for pur- 
poses of this proceeding we have de- 
ducted contributions from that figure 
and added an allowance for materials 
and supplies and working capital as 
follows : 


Fixed capital—Cost as of December 


Less: 
Contributions by PWA and 
WPA (Exhibit 5, Page 1) .. 50,709.53 


BORO: is acesees aqwidlglces 


Plus: : 
Working capital and materials 


and supplies 1,143.00 


$49,499.92 


We have computed an, allowance of 
54 per cent on the above rate base for 
return or $2,720, which has been allo- 
cated 61.5 per cent to fire protection 
service and 38.5 per cent to general 
service, these same proportions being 
used to allocate taxes and deprecia- 
tion. 

The rate analyst’s apportionment of 
the cost of operation of the utility be- 
tween fire protection service and gen- 
eral consumer service based upon 1942 
data is shown in the following table 


which appears on page 6 of Exhibit 5. 
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WISCONSIN PUBLIC SERVICE COMMISSION 
Apportionment of Cost of Operation Based Upon 1942 Data 


Total 
Capacity and demand cost 
Output cost 
Direct charges 
$1,443.45 
$1,247.48 
953.13 

2,720.00 

$4,920.61 


$6,364.06 


Depreciation 
Return 


Total cost 
Revenue 


2,255.34 


Cost less tax equivalent— 
Total cost 


Deduct taxes 1,247.48 


Balance $5,116.58 


Proposed charge for fire protection 
Average per capita (1,001 pop.) 

1 Average per capita (tax included) 
Weighted average 33 small communities 


We are of the opinion that the ap- 
portionment shown in this table is 
reasonable and that the basic facts 
upon which the apportionment is made 
are supported by the evidence. 

[3] The rate analyst testified upon 
cross-examination that in the case of 
some other municipal utilities a pro- 
portionately smaller amount is paid 
for fire protection service. The fact 
that some municipal utilities choose to 
forego the full return to which they 
may be entitled for fire protection 
service has, as we view the matter, no 
bearing upon the question at issue in 
this proceeding. 

It is here proposed that the rate for 
fire protection to be paid by the vil- 
lage to the utility be increased from 
$2,000 to $2,800 per year. The vil- 
lage consents to the proposal. If the 
proposed rate is reasonable it should 
be allowed irrespective of comparisons 
with other similar utilities. The above 
table indicates that a somewhat higher 
rate for fire protection service might 
50 PUR(NS) 


Fire Protec- 
% tion Service 


70 $500.31 
5 21.57 


$521.88 


$3,026.18 


$3,548.06 
2,200.00 


$1,348.06 


$3,548.06 
767.20 


$2,780.86 
$2,800.00 
2.80 
3.55 
3.15 


be justified if the total cost of opera- 
tion, including an amount equivalent 
to the taxes which would have been 
paid by a privately owned utility, were 
considered. Even without any allow- 
ance for the tax equivalent, the pro- 
posed rate appears to be justified. 

[4] The village asked that the pro- 
posed rate be made retroactive. The 
examiner correctly ruled that the Com- 
mission does not have power to make 
retroactive orders as to the rates of 
public utilities. 

Findings 

The Commission finds: 

1. That for the purposes of this 
proceeding, a rate base of $49,500 is 
reasonable. 

2. That a total estimated annual 
service cost of $5,116, excluding an 
amount equivalent to local and school 
taxes, is reasonable, and that of this 
amount $2,780 may be reasonably ap- 
portioned to fire protection service. 

3. That the present.fire protection 
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rate of $2,000 per year is unreasona- 
ble in that it does not provide a reason- 
able compensation for rendering said 


service and that the rate of $2,800 per 
year therefor as herein authorized is 
reasonable and just. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Power & Light Company 


[2-U-1908. ] 
Rates, § 351 — Commercial electric — Simplification. 
A rate revision simplifying an electric company’s rate structure, substantially 
reducing bills of commercial customers, and eliminating discriminations un- 
der\existing rate schedules, some of which had become outmoded by progress 
in the electric industry, was approved where commercial lighting customers 
adversely affected were primarily those who received service under the 


hours-of-use type of rate. 


[July 26, 1943.] 


PPLICATION for authority to revise rates for electric service 
to commercial customers; granted. 


By the Commission: Wisconsin 
Power and Light Company, Madison, 
on May 28, 1943, filed with the Com- 
mission an application for authority to 
revise its rate schedules for commer- 
cial lighting, commercial heating and 
cooking, and commercial power serv- 
ice. The company also asked to can- 
cel a special rate applicable to two rural 
customers near Oregon. A notice of 
investigation and hearing concerning 
commercial rates was issued June 9th 
and mailed to clerks of all municipali- 
ties in which the company has com- 
mercial customers. On June 21st a 
letter notice was sent the two rural 
customers near Oregon that the sched- 
uled hearing would include considera- 
tion of the proposed cancellation of the 
special rural rate. 


APPEARANCES: Wisconsin Power 
and Light Company, by Wm. Ryan, 
Attorney, Madison, B. E. Miller, Sec- 
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retary, G. B. Burdick, Assistant Man- 
ager, Rate Valuation Department; of 
the Commission Staff: E. M. Dow- 
ney, Rates and Research Department. 


No one appeared in opposition to the 
application. Testimony was given by 
B. E. Miller, company secretary, who 
is in charge of the company’s rate de- 
partment. 

The record indicates that 16,300 cus- 
tomers are served under twenty-two 
existing schedules proposed to be re- 
placed by three commercial lighting 
schedules, one commercial heating and 
cooking schedule, and two power 
schedules. The company witness testi- 
fied that 91 per cent of these customers 
would benefit from the proposed rate 
revision and 9 per cent, mostly served 
under obsolescent hours’ use schedules, 
would be adversely affected. The esti- 
mated net annual reduction in revenues 
is $78,800. 

The rate revision as proposed simpli- 
50 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


fies the company’s rate structure, sub- 
stantially reduces bills of commercial 
customers, and eliminates discrimina- 
tions under existing rate schedules, 
some of which have become outmoded 
by progress in the electric industry. 
The commercial lighting customers 
adversely affected by the rate revision 
are principally those who receive serv- 
ice under the hours’ use type of rate. 
Under this type of schedule a change 
in the rate is required with each change 
in the connected load of the customer. 
Difficulty is experienced in keeping 
such rate schedule currently correct be- 
cause in recent years the introduction 
of more complete lighting and the use 
of more appliances have resulted in 
frequent changes in the connected load 
of the average customer. In exhibit 
12 the company listed a group of cus- 
tomers selected at random from com- 
pany records. The exhibit shows that 


many customers billed under the hours’ 
use schedules have been charged on the 
basis of a smaller than actual connect- 


ed load. It follows that the applica- 
tion to them of the proposed rate sched- 
ules would not increase their monthly 
bills over what they would have been 
charged if they had been billed on the 
basis of actual load. 

Many of the power rate schedules 
were inherited from predecessor com- 
panies, with the consequence that dis- 
crimination exists between various lo- 
calities served by the company. In 
some instances lighting as well as pow- 
er load was allowed under the existing 
power rate. Under the proposed small 
power rates lighting load would not 
be allowed. A combined lighting and 
power rate is already on file but is de- 
signed to apply to relatively large load 
customers. To meet the situation of 


the small combination lighting and 
power customer the company under 
date of July 21st submitted a proposal 
to apply the commercial lighting rate, 
double the first and second blocks of 
the rate, waive the horsepower limita- 
tion, and incorporate the minimum bill 
of the power rate. Under present war- 
time restrictions, rewiring to separate 
lighting and power loads is not feas- 
ible. Since the level of the commer- 
cial lighting and small power rates is 
similar, this proposal will result in 
billing for such service under rates 
comparable to those of customers with 
separate lighting and power loads. 
The proposal appears reasonable and is 
approved. 

The proposed change in the heating 
and cooking rate is designed primarily 
for simplification. Only 4 out of 175 
customers will be adversely affected. 

We consider the rate changes pro- 
posed by the company to be desirable to 
simplify the applicant’s rate schedules, 
to cure discrimination, and to reduce 
rates to a majority of the commercial 
customers. We will authorize substi- 
tution of the proposed schedules for 
existing schedules Cg-1, Cg0—-1, Cg- 
2, Cg0-2, Cg-3, Cg0-3, Cg0-4, Cg0- 
6, Cp-3, Cp—4, Cp-5, Cp-—6, Cp-2, 
Cp0-4, Cp0-5, Cp0-6, Cp0-8, Mp-2, 
Mp-3, Ch-1, and Ch0O-1. We will 
also authorize cancellation of rural 
schedule FgQ-1 inherited from the 
Oregon Electric Company and now ap- 
plicable to only two customers. 

The Commission finds: 

1. That present rates of Wisconsin 
Power and Light Company to the ex- 
tent herein modified are unreasonable 
and discriminatory. 

2. That the rates herein ordered are 
reasonable, 
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Equipment Notes 


Carbon Dioxide Fire Extinguisher 
Operates Single-handed 


Randolph Laboratories, Inc., Chicago, Iil., 
has produced a carbon dioxide fire extinguisher 
—Model FF-4—that requires only one hand 
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in operation—from the moment the unit is 
grasped until the fire is completely out. 

_. This fire extinguisher features a self-aimed, 
fixed discharge horn, and a thumb-operated 
trigger valve that-releases a penetra‘ing blanket 
of carbon dioxide—a gas that smothers fires in 
an instant. 

Additional information on carbon dioxide 
fire-fighting methods may be obtained from 
the manufacturer, 8 E. Kinzie St., Chicago, IIl., 
on request. 


Allis-Chalmers Announces Type AO 
Self-priming Pump 


Allis-Chalmers Mfg. Co., Milwaukee, Wis., 
announces the perfection of Type AO self- 
priming pump, featuring “an improved auto- 
matically controlled valve.” The design and 
operation of its valve arrangement makes for 
the quick and effective self-priming action of 
this pump, according to the manufacturer. 

Allis-Chalmers also announced that it plans 
a complete line of the self-priming Type AO 
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Industrial Progress 


Selected information about products, supplies and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 





pump, from 1 to 6 in. size, although only 2 in. 
and 3 in. sizes are ready for immediate saie. 
The entire line of pumps will range from a 
very small capacity to 1,400 gpm and up to 
heads of 100 feet or over. The self-priming 
device incorporated in these pumps, the com- 
pany contends, is also adaptable to use with 
other pumps, particularly the single suction 
type. Further details may be obtained by 
writing the manufacturer. 


Westinghouse Announces New 
Porcelain Clad Capacitors 


Westinghouse Electric & Mfg. Co, announces 
the manufacture of new solder-sealed porce- 
lain-clad type FPC Inerteen Capacitors. 

From 7,500 volts up to and including the 
200,000 volt class, the capacitor elements are 
hermetically sealed in a tubular, wet-process 
porcelain body with solder sealed end closures. 
The end closures act as the capacitor terminal 
by connecting the element leads at opposite ends, 
utilizing the porcelain tube as insulation, ac- 
cording to the manufacturer. 

Additional information on type FPC Capac- 
itors may be secured from Dept. 7-N-20, West- 
inghouse Electric & Mfg. Co., East Pittsburgh, 
gr 
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Catalogs and Bulletins 


Safety Lighting Booklet 

Because of a mounting interest in adequate 
visibility on streets and highways, the Street 
and Highway Lighting Safety Bureau has in- 
corporated in a brochure a cross-section of 
current thought on the subject as expressed by 
highway economists, illuminating engineers, 
municipal authorities, editors, and the general 
public. 

The Street and Highway Lighting Safety 
Bureau is a clearing house for factual data 
on accident prevention on streets and highways. 
Its facilities are available to the general public, 
associations, utilities and all others interested 
in safety as a contribution to public service and 
morale. 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 


Pole Line Construction Tools 
They’re Built for Hard Work 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts, 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also, split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION. ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


{ CONDUCTOR FITIrinGaG = 
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Manufacturers’ Notes 


New G-E Service Center 
Opened in Philadelphia 

General Electric’s new Philadelphia Appli- 
ance Service Center at 2314 Market Street was 
opened officially on November 17th. Over 30 
electrical men and women inspected the big 
four-story building which will serve as the 
parts and service headquarters in metropolitar 
Philadelphia for all home appliances manufac 
tured by G-E’s Appliance and Merchandise 
Department. 


Chevrolet Dealers Join Scrap Bank Drive 

Praised by government officials for an ont 
standing record in the collection of vital 
materials, which to date has reached the total 
of 234,877,271 pounds, Chevrolet dealers of the 
country are now supporting the Victory Scrap 
Bank drive, according to William E. Holler, 
general sales manager, Chevrolet Motor Dj 
vision of General Motors. 

Chevrolet dealers, according to Mr. Holler, 
are cooperating with the government plea fo 
the establishment of reserves of salvageable 
materials, 


Davey Compressor Appoints New Distributor 

Davey Compressor Company, Kent, Ohio 
has announced the appointment of Curr 
Equipment Corporation, Philadelphia, Pa., a 
a franchise dealer for Davey portable and i 
dustrial compressors, truck power take-off 
and pneumatic saws. 

Curry Equipment Corporation, headed by 
Glenn M. Curry, president, serves Eastern 
Pennsylvania, Southern New Jersey, Delaware 
and adjacent territory. 


Goodrich to Build New Plant 

Miami, Oklahoma, has been selected : 
the location for a new tire manufacturing plan} 
to be built and operated by The B. F. Goodrich 
Company of Akron, Ohio. 

Work on the new plant location will b 
started shortly, according to B. F. Goodricl 
officials. 


Walter L. Harraden Retires 

After forty-five years’ service with Genera 
Electric, Walter L. Harraden, one of the com 
pany’s street lighting’pioneers, has retired. Wi 
known in utility circles, Mr. Harraden is th 
coinventor, with C. A. B. Halvorson, of th 
ornamental luminous arc lamp widely used fo 
street lighting during 1914-1920, and still op 
erating on many business streets. Since 191 
he has been engaged in promotional activitie 
in = company’s lighting division at Schenec 
tady. 





“"MASTER*LIGHTS" 


© Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 


CARPENTER MFG. CO. 
ee 
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ARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RADIO 


CRESCENT 
WIRE AND CABLE 


CARRIES CURRENT 
FOR LIGHT AND 
POWER ON EVERY 
FIGHTING FRONT 





CRESCENT INSULATED WIRE & CABLE Co. 
Factory: TRENTON, N. J.—Stocks in Principal Cities 


™Z1aV9 CANOWUV - SATEVD AVMNUV GNV GASVONA-GVAT - SQHOD ZAIGIXAIA - TIAVD IVNOIS - SAUIM 


ESCENT ENDURITE SUPER-AGING INSULATION - WEATHER-PROOF WIR 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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SAVE 50% ) 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrol# Montreal Toronto 
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FIRST Choice in Critical Industries 


FIRST choice for controlling vital flow lines in U. S. Government fuel dumps. 


FIRST choice for drastic line service in synthetic rubber producing plants. 
FIRST choice for conquering abrasion in mud lines for rotary oil well drilling. 
FIRST choice in chemical plants for handling corrosive & erosive liquids & slurries. 
FIRST. choice in petroleum refineries for handling high temperature hydrocarbons. 


FIRST choice on pipe lines for complete safety in handling oil, gas and gasoline. 


MERCO NORDSTROM VALVE COMPANY a Subsidiary of Pittsburgh Equitable Meter Co. 


Main Office: Pittsburgh, Pennsylvania @ Branches: Boston @ Buffalo @ Brooklyn @ Chicago 
Columbia, S. C. @ Houston @ Kansas City @ Los Angeles @ Atlanta @ New York @ Oakland 
Seattle @ Tulsa @ San Francisco 


NORDSTROM LUBRICATED VALVES 
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ROBERTSHAW BROADCASTS 
AID FOOD AND FUEL 
CONSERVATION 


Through outstanding women's 
ws programs millions of 
sar al learning value of 

haw Oven Heat Con- 


ys are being urged to ask for 
em on new ranges when agai 
available. fel 


TUNE IN THE ROBERTSHAW BROADCASTS 
OVER THESE STATIONS: 
mmagRgA aso stavon Meteo 
NEW YORK WOR Mon. thru Fri. 

CHICAGO WGN Mon. thru Sat- 
LOS ANGELES KNX Mon. thru Fri- 
PHILADELPHIA WCAU Mon thru Fri. 
BOSTON AND 
NEW ENGLAND NEW ENGLAND Two days 

MARKET NETWORK per week 


YANKEE Two days 
NETWORK per week 


DETROIT WIR sven 


PITTSBURGH KDKA Mon. thru Frj. 


SAN FRANCISCO— : 
OAKLAND KQw Mon. thru Fri. 


st. LOUIS KMOX Mon. thru Sat. 
CLEVELAND WTAM Mon. thru Fri. ~ 
BALTIMORE WBAL Mon, thru Fri. 


MINNEAPOLIS— : 
ST. PAUL KSTP Mon, thru Fri. 


WASHINGTON, bp. Cc. wre Mon. thru Fri. 
BUFFALO—NIAGARA WBEN Mon. thru Fri. 
CINCINNATI WLW Mon. thry Sat. 
INDIANAPOLIS WIRE Mon. thru Sat. 
ROCHESTER WHAM Mon. thru Fri. 
DENVER KOA Mon. thru Fri. 
SCHENECTADY wGY Mon. thru Fri. 
KANSAS CITY KMBC Tues., Thurs., Sat. 


ROBERTSHAW THERMOSTAT CO., TTT TIT PA 
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DAVEY TREE TRIMMING SERVICE 


Maximum H.5 
removal per /[b. 


of Oxidel me - 
en JOHN DAVEY 


@ Lavino Activated Oxide is Founder of Tree Surgery 


raake fei: pecifically for maximum sulphur re- 













mova SalohM LSM Mm tit ticlal-la am oll ata aiile] 
medium merely by virtue of incidental 


properties, but is made especially for maximum 


M Christ 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe & And 


you will find: Lavino Actated Oxide has 

any close rival — CeoTsaloloidials ido) pu atolaaleloldiale| co Happy 

perforn a € and comparing savings e 

We'll be glad to tell youall about its remarkable New 

record; just write a note on your letterhead to . Y 
ear 

E. J. Lavino and Company 








Tree interference may aid the Axis 





aN cy, 1528 Wal 
a IN la \ DAVEY TREE EXPERT CO. KENT, OHIO 


(ACTIVATED” MOLE DAVEY TREE SERVICE 


Vv. 
443 +/ Penna. 















# wu 


MODER 


« Auture vf 
y METERING 






THE cooperation of the electric utility 
istry with the watthour meter manufacturers 
kept the design and development of the 
n watthour meter well ahead of meter- 
ments. Thanks to this cooperative 

pur meters will again play their 






\ * Aah, 


SANGAMO ELECTRIC COMPANY 


sin: |} 


os 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. « « “ 


THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 





for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANOISOO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








esrox FOLKD, Bacon « Davis, anc, wrx case 


OONSTRUCTION £ APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GANNETT. EASTMAN & FLEMING, INC. 
ENGINEERS 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 

Steam, Winctsic, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Peis and eho ng Serving Utilities and Industrials ee ee 
perating Betterments, : 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 


Feed Water Treatment. Washington New York Accident Prevention, 














J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Dasineee Studies Purchase—Sales Valuations 
New Projects Management Reorganizatiens 
Consulting Engineerin Mergers 
Public’ Utility Affairs including Integration 











Mention the FortnicHTLY—I¢ identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e CHICAGO e HOUSTON ec PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 














THE J.G. WHITE ENGINEERING CORPORATION 
DESIGN © CONSTRUCTION © REPORTS © APPRAISALS 
80 BROAD STREET, NEW YORK 














Albright & Friel Inc. BLACK & VEATCH 
Consulting Engineers CONSULTING ENGINEERS 


Investigations, Valuations, and Reports Appraisals, investigations and re- 
ports, design and supervision of con- 


Design and Supervision of Construction struction of Public Utility Properties 


1520 Locust Street —_Phila., Penna. Biase agai CAS SPF IeD 











BARKER & WHEELER, ENGINEERS EARL L. CARTER 


DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 


BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


MANAGEMENT — APPRAISALS — RATES 
Public Utility Valuations, Reports and 
11 PARK PLACE, NEW YORK CITY Original Cost Studies. 
36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 
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JACKSON & MORELAND Mark Wo.rr 
PUBLIC i agenogts CT Public Utility Cons 
RAILROAD ELECTRIFICATION 261 BROADWAY, New Yorx, N. Y. 


DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS Representing the Public Exclusively 
BOSTON NEW YORK Since 1914, 


JENSEN, BOWEN & FARRELL) |- 3. W. WOPAT 


Engineers Consulting Engineer 


ichi Construction Supervision 
Ann Arbor, Michigan Aeeccan-Wieaaiel 
Appraisals - Investigations - Reports Rate Investigations 
in connection with 


rate inquiries, d jation, fixed ital 
Sackonsinetion, iar co Pear 2 — 1510 Lincoln Bank Tower Fort Wayne, Indiana 

















A. S. SCHULMAN ELEctric Co. ig ge eo this Professional ato 
may obtained at very reasonable rates. 
Contractors Kindly address inquiries to: 
TRANSMISSION LiINES—UNDERGROUND Distri- ADVERTISING DEPARTMENT 
BUTION — Power STATION — INDUSTRIAL — Public Utilities Fortnightly 
CoMMERCIAL INSTALLATIONS 1038 Munsey Building 


537 SoutH Dearsorn St. Cricaco Washington 4, D. C. 




















e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


Governor Co, 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL ELIZABETH N J 


Mention the FortNicGHtTLy—It identifies your inquiry 
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Here is a leak of Ysth gallon per minute — not at all unusual; in 
fact, many are larger. A leak of this size will run away 180 gallons 
a day or 16,200 gallons a quarter — an amount sufficiently above 


the average minimum to make meter testing and repairing pay. 


Figure it out for yourself 


TYPICAL YOuR 
WATER WORKS WATER WORKS 








Waste per quarter at % gallon per minute.. 16,200 gal. 
If repaired meter registers 80% of this 13,000 " 


Deduct minimum allowance 7,500 * 





Amount registered above minimum 5,500 gal. 


Price for 1,000 gallons X.24 





Revenue above minimum for quarter $ 1.32 

















Properly repaired water meters should register 90% at 4 gallon per 
minute. Even though some of these may not do as well as 80% at 
Y gallon per minute it is fair to assume that the increased accuracy 
above this rate will more than compensate for the difference. The 
customer billed for an extra $1.32 per quarter would probably 
repair the leak. But here again the Water Department is ahead of 
the game, because it has saved the pumpage of water for which:it 
had not previously been paid. 





Ask your Trident representative for the benefit of his experi- 
ence in the proper methods of repairing and testing meters. 


NEPTUNE METER COMPANY © 50 West 50th Street ¢ New York 20, N.Y. 
Branch Offices in CHICAGO. SAN FRANCISCO, LOS ANGELES, PORTLAND. ORE.. 
DENVER. DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA. BOSTON. 


Neptune Meters. Ltd.. Long Branch, Ont., Canada 
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ARE YOU DOING ALL 
OU CAN TO AVOID 
T IN YOUR BOILER 
PLANT? 


vel is a vital weapon of war. It is 
mperative that boiler plants fired 
ith fuel oil, transfer every last heat 
nit to useful power or heat. 


To make sure that your heat or 
power plant is delivering all the 
team of which it is capable with the 
east possible fuel consumption . a 
heck your operation against the ten 
points listed opposite. 


TODD SHIPYARDS CORP. 
ODD COMBUSTION DIVISION 
Ol West 26th Street, New York I,N.Y. 


EW YORK MOBILE NEW ORLEANS GALVESTON 
SEATTLE BUENOS AIRES LONDON 


* 


YO All mechanical parts of burners 

should be kept clean and in good 
operating condition. Worn parts should be 
promptly replaced. Keeping equipment in 
good condition will save you many times 
over the cost of replacements. 


¥ Temperature of oil supplied to burners 

should be watched carefully. Bunker 
“C" or No. 6 oil should be supplied to burners 
ata viscosity of 150 SSU for best atomization. 


¥ Atomizers should be properly ad- 
justed for best position with relation 
to air register throat. 


of No more air than is absolutely nec- 

essary for plet bustion of 
the fuel without objectionable smoke should 
ever be supplied to the burners. If at all pos- 
sible a recording flue-gas analyzer should 
be installed. If a recording analyzer is not 
installed, frequent analysis of combustion 
gases should be made with a hand analyzer. 


7 The fire side and water side of boiler 
surfaces should be kept clean, as 
soot on the first and scale on the second will 
reduce boiler efficiency. A definite schedule 
for cleaning tubes should be established. 








» Uptake gas temperature should be 

checked against boiler manufac- 
turer's guarantees. Too high a temperature 
in the uptake is usually an indication of a 
dirty boiler. 


¥ Boiler baffles should be maintained 

in good condition. Leakage through 
baffles will allow partial short-circuiting 
of the gases, which will also cause a high 
exit gas temperature. 


¥ Boiler settings, tube doors, explosion 
doors and boiler entrance doors 
should be kept airtight. Infiltration of air 
through any of these parts causes a serious 
loss in efficiency. 


of Test checks should be made fre- 
quently on the overall efficiency of 
the boiler plant. 


Auxiliary equipment such as feed 
water heaters, pumps, etc., should be 
maintained in the best possible condition. 


ODD BURNERS * * ON THE FIRING LINE OF AMERICA’S WAR PRODUCTION FRONT 
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Gas Lines Sewers 


Oil Lines Telephone and Telegraph 
Conduits 
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Finely balanced, correctly designed, powerful, rugged, fast, easily man- 
euverable, and highly resistant to wear and abuse, “CLEVELANDS” 
represent the utmost in economy and efficiency—that’s why they ‘are 
today delivering highly efficient, low cost performance day in and day 
out cn many U. S. Government projects and war emergency pipe line 
ditching jobs. 
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